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TERMS OF REFERENCE. 


1. To consider, as regards railways owned by the State, the relative advantages, 
financial and administrative, in the special circumstances of India, of the following 
methods of management ; — 

(а) Direct State management ; 

(б) Management through a ('Company domiciled in England and with a Boai*d 

sitting in Ijondon ; 

(c) Management through a Company domiciled in India and with a Board sitting 

in India ; 

(d) Management through a combination of (6) and (c) ; 

and advise as to the policy to be adopted as and when the existing contracts 
V7ith the several Railway Companies can be determined. 

In considering the question of the East Indian Railway, the Committee will take 
note of the decision to remove the management of that railway to India, whicli was 
arrived at when the contract with the present Company was extended on the amended 
terms in 1919. 

2. To examine the functions, status and constitution of the Railway Board, and 
the S 3 "stem of control exercised by the Government of India over the Railway 
Administration, and recommend such modifications, if any, as are necessary for the 
adequate disposal of the railway business of Government. 

3. To consider arrangements for the financing of railways in India, and in 
particular the feasibility of the greater utilisation of private enterprise and capital 
111 the construction of new lines. 

4. To report whether the present system of control by Government of rate§ and 
fares and the machinery for deciding disputes between railways and traders are 
satisfactory^ and, if not, to advise what modifications are desirable. 

5. To make recommendations that may' seem germane to the enquiry. 


ESTIMATED GOST OF THE COMMITTEE. 


(1) Honoraria, salaries and subsistence allowances 

(2) Travelling, wages and contingencies 

(3) Printing - - - - t ♦ 


£ 

22,658 

7,262 

2,259 


Total 


£32,179 
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INDIAN RAILWAY COMMITTEE, 1920-21. 


OIIAPTEIl 1. 


Introductory. 

The appoiiitiiient of the Indian Railway Committee was announced by the Constitution 
Secretary of State in Parliament on the 1st November 1920. It comprises the followinc: 
members:- 

Sir William M. Acworth, Barrister-at-Law : 

Member of the Royal Commission on Canadian Railways, 1916, and of other 
bodies of enquiry concerned with railways. (Chairman.) 

Sir Henry P. Burt, K.CM.E., C.B.E. : 

President of the Indian Railway Board, 1914-15; Covernment Director of 
Indian Railway Companies, India Office, 1915-19; (fiiairman of the Bengal 
and North-Western, and Rohilkund and Kumaon Railway Companies. 

Sir Rajendra Nath Mookerjee, K.C.I.E., of Calcutta. 

Sir Arthur R. Anderson, (^.LE., C.B.E. : 

President of the Indian Railway Board, 1919-20. 

Sir Georue C. Godfrey : 

Agent, Bengal-Nagpiir Railway Company. 

The Honourable Mr. V, S. Srinivasa Sastim : 

Member of the Council of State. 

Mr. E. H. Hiley, C.B.E. : 

Formerly of the Great Northern and North-Eastern Railways, and later 
General Manager of the New Zealand Government Railways. 

Sir Henry Ledoard, of Cawnpore : 

x\s representing European commercial interests in India. 

Mr. Purshotamdas Tiiakurdas, C.LE., M.B.E,, M.L.('.. of Ih:niil)ay : 

As representing Indian commercial interests. 

Mr. James Tuke : 

Director of Barclays Bank, Ltd., and of The British linen Bank. 

2. The appointment of this Committee was the outcome of discussious originating Origin of 
in the question of the action to be taken in connection with the East Indian Railway, 
a State-owned railway managed by the East Indian Railway Company under a working 
contract, terminable in December 1919, with the Secretary of State. In the course of 
these discussions a good deal of atteution was devoted to the respective merits and 
defects of various possible of manageinent. As a temporary measure the 

East Indian Railway Company’s coniiWt was extended to the end of 1924, and it w^s 
decided that the general questions arising out of the discussion of that case should be 
referred to a representative Committee for consideration. TKe following are the terms 
of reference accordingly decided upon : — 

(1) To consider, as regards mil ways owned by the State, the relative advantages, financial aud Terms 

administrative, in the special circumstances of India, of the following methods of Reforeme. 
management : — 

(a) direct State management ; 

(b) management through a Company domiciled in England and with a Board sitting in 

London ; 

(c) management through a Company domiciled in India and with a Board sitting in India. 

(d) management through a combination of (6) aud (c) ; 

and advise as to the policy to be adopted as and when the existing contmets with the seveml 
j-ailway companies can be deteimined. (In considering the question ybf the East Indian 
Railway, the Committee will take note of tlie decision to remove the/ management of that 
mil way to India, which was anived at when the contmet witli the present Company was 
extended on the amended tenus in 1019.) 
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Proceedings 
df C'oni- 
inittee 


(2) To examine the functions, status, and constitution of the Railway Board, and the system of 
control exercised by the Govemmenfc of India over the railway administration, and to- 
i‘ccommend such modifications, if any, as are necessary for the adequate disposal of the 
railway business of the Government. 

(d) 'IV) consider arrangements for the financing of railways in India, and in particular the feasibility 
of the greater utilisation of private enteiprisc and capital in the construction of new lines. 

(4) To report whether the present system of control by Government of iiites and fares and the 
machinery for deciding disputes between luilways and traders are satisfactory, and, if not, to 
advise \>liat modifications are desirable. 

{•)) To make recommendations that may seem germane to the enquii-y. 

rj. a letter dated the 11th November 1920 from the India Office the Committee- 
were authorised to road the first line of the reference as “ To consider, more especially 
as regards the railways owned by the State, . . . . ” ; and to understand the 

phrase the Government of India ” in its widest meaning and not in the technical 
sense of the Cxovernor-Oeneral in Council. 

4. It will be observed that of the Members of the Committee three are English, 
Rdtli no previous knowledge of India, three represent life-long experience on Indian 
railwa 3 "s, three represent Indian opinion, while the tenth Member is a representative 
of the European (;ommercial community in India. 

5. Five of the i\rembers, including the Chairman, were in England at the time the 
Committee was appointed, and they proceeded at once to take preliminary and 
informal evidence from officials of the India Office and the London representatives of 
the Ouaranteed Railway Companies. This evidence was printed and taken out to 
Jiidia for the information of the remaining Members of the Committee. It was 
subsequently accepted as part of the proceedings of the Committee, and now 
(jonstitutes the first part of the evidence (Volume IL). 

G. The Members who were in England sailed from Marseilles on the 27th 
November, and proceeded direct from Bombay to Calcutta, where the first formal 
meeting of the Committee was held on the i7tli December. The Committee was, 
however, short of one of its Members, for Mr. Beadel, who had been originally appointed 
as representative of the European commercial community, found himself unable 
to serve, and Mr. White, who was nominated to succeed him, was taken seriously 
ill the day before the Committee sat. It was not until the 3rd day of January tliat 
the vacancy was filled by the appointment of Sir Henry Ledgard. 

7. The Committee sat in India for 50 days and examined 142 witnesses. Of 
these, 48 were railwaynien and 19 Covernment officials. Of the non-official witnesses, 
45 were Indians and .30 were Europeans. Most of the witnesses who were orally 
examined also submitted written statements. Nnmoroiis other statements were 
received from persons not called as witnesses. The volume of written matter thus 
placed at the Committee’s disposal was so great that it has proved necessary to 
exclude a portion of it from the printed records of evidence. The excluded matter, 
how^ever, w^as for the most part merely corroborative of evidence already fully 
recorded by the Committee, or otherwise of minor importance. It should be 
mentioned that before the Committee assembled in India the CTOvernment of India 
decided to publish a questionnaire with the object of drawing attention to some of 
the principal points arising from the terms of reference, and of obtaining for the 
Committee’s use considered expressions of opinion on these from interested persons. 
An unforeseen result was that a large percentage of the written statements received 
were confined exclusively to the particular issues thus given prominence. Too many 
of the writers also considered themselves bound to attempt lo answer all the questions, 
although a note in the questionnaire pointed out that this was unnecessary. To 
facilitate an understanding of the replies, a copy of the questionnaire has been 
prefixed to each of the volumes of the evidence taken in India (Volumes 111. and IV. ). 

8. The Committee left Calcutta on the 14th January, and visited Madras, Bombay, 
Lucknow', Cawnpore, Lahore and Delhi. It was theii’ intention to visit also Nagpur, 
the seat of Government of the Central Provinces, and Karachi ; but lack of time 
compelled them to abandon this intention. Witnesses, however, from both these 
places appeared and were examined at Delhi. 

9. The Committee reassem})led in London on the 4th May, and received further 
evidence from the London Companies, from officials of the India Office, and others, 
before proceeding to consider their Report. 



10. Throughout their proceedings the Committee received every assistance from 
the officials of the Government, both in England and in India, and of the railways. 
To these, as well as to the numerous representatives of non-official bodies, and private 
persons who devoted much valuable time to the preparation of written statements and 
submission of evidence, their best thanks are due. 


11. After the close of the sittings in Delhi, the Finance Department forwarded to interim 
the Committee the following communication : — 

(Extract paras. 2 and 3 from a letter from the Bengal Chamber of Commerce to the Secretary verament. 
to the Government of India, Finance Department, No. 63<j-1921, dated the 11th March 1921.) 

“ The Committee of the Bengal Chamber of Commerce have observed, from the speech of 
the Honourable the Finance Member when introducing the budget, that no larger provision 
than Rs. 15 crores can be made in respect of the railway capital programme for the year 
J 921-22. 


“(2) This severe curtailment of capital ex])eiiditure on the Indian railway system has been 
received with deep regret by the Chamber. At the same time, the existing financial situation of 
the Government of India is not overlooked, and the very serious difficulties in the way of 
providing funds on a large scale are fully understood. The Honourable Member mentioned the 
Railway Committee, and expressed the willingness of the Government to consider any recom- 
mendation that that body may submit with the object of raising additional railway capital. In 
this connection I am to invite the urgent attention of the Government to the following 
suggestion which was made by the late President of this Chamber, Sir Alexander Murray, at 
the annual general meeting on the 25th February 1921 : — 

‘“It will be next month,’ Sir Alexander Murray said, ‘before this (the railway) 
Committee finish touring India, and after that they propose visiting England in order to 
hear further evidence. It will, therefore, be months yet before we can expect to receive 
the Committee’s report, far less see any action taken on it. I am no pessimist, but I fe<d 
justified in warning the Government of India that this problem of railway ti^nsportation 
requires immediate attention, and I would respectfully suggest that they should call upon 
Sir William Acworth’s Committee for an ad inU’rim report on which action should be taken 
at once. Everybody knows that the main question is one of funds. Money must be found 
and spent on the railways, no matter whether we are to have direct State management, or 
management by boards sitting in London or in India. We can wait for the Committee’s 
views on this latter part of the reference to them, but with new industries springing up 
and new coal areas waiting to be developed, it is absolutely necessary that the earliest 
possible steps should be taken to put the railways in a better position to deal with the 
traffic of the country.’ 

“ (3) The railway position is so grave, and the need for very large capital expenditure is so 
urgent, that the Chamber has no hesitation in strongly supporting Sir Alexander Murray’s 
suggestion. It may be that the Railway Committee is already in a position to make recom- 
mendations, and, even if these could not be brought into operation immediately, their 
consideration now would greatly expedite their adoption. And there is a precedent for the 
course proposed by Sir Alexander Murray, inasmuch as the Indian Railway Committee of 1908 
presented an interim report some considerable time before the issue of its final report. The 
same procedure should, and the Chamber trusts will, be followed by the present Railway 
Committee.” 


12. The Committee at once met and unanimously passed the following resolution : — 

“ The Railway" Committee, while fully agreeing with the Bengal Chamber of Commerce as Coumutteo's 
to the urgent need of the provision of additional capital on a large scale, feel that the duty 
imposed upon them by the Secretary of State is to report, not upon a temporary but upon a 
permanent financial policy. This they are not in a position to do till they have completed their 
enquiry in London. They, therefore, feel that it would be beyond their province to encroach 
upon the responsibility of the Finance Member and the Government of India for any emergency 
measures which may be required to deal with the present critical situation.” 

13. We have set out this commimication and our reply to it in full at this early stage 
in our Report, not only because it is part of the record of our proceedings, but also 
because we think it desirable to emphasise the position we then assumed. Our duty, 
as we understand it, is to report “ not upon a temporary but upon a permanent 
financial policy.” It has been urged upon us more than once, and not by the Bengal 
Chamber of Commerce only, that tbe question we have to deal with is mainly, some 
have said wholly, “ how is money to be raised ? ” In our vieAv, tbe answer to 
this question involves our whole reference. That the system, not only financial, but 
administrative, as it at present exists has resulted i n grave failure to raise the necessary 
funds is not disputed. Any recommendation, therefore, which we may make as to 
raising money in future involves full consideration of the methods of the past and 
discussion of the reasons why they failed to produce the desired result, and what 
changes are necessary to secure a different result in the future. That result we take 
to be not merely the raising of a certain number of million pounds to meet the present 
emergency, but the constitution of a system which will secure orderly and continuous 
progress in the development of the Indian railway system in the future as far as it 
can at present be foreseen. 
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OufcUrie of 14. The reference to the C’ominittee may be summarised under five main heads : — 

(A) Management, whether directly by the State or by Companies in England or 

in India. 

(B) The constitution, status and functions of the Government organ of 

administrative control. 

(C) Finance and financial control. 

(1)) The relations betw’een the i*ailways and their customers. 

(E) Miscellaneous cognate questions. 

15. The Keport which we now have the honour to present contains the unanimous 
answer of the Committee on the majority of these subjects. 

16. On Question A (management) we are unable wholly to agree. We are 
unanimous in thinking that Indian railways should be managed not from London 
but in India, and in recommending that the existing contracts with the Englisk 
Guaranteed Companies should be permitted to expire at their respective dates and 
should jmt be renewed. But on the question of the method of management in India 
the Committee are divided. Some of us consider that the undertakings should be 
transferred to the direct management of the State, while others consider that some at 
least of the undertakings should be entrusted to the management of Companies 
domiciled in India. 

17. On Question B (the constitution, status and functions of the Government 
organ of administrative control) the Committee are unanimous. 

IS. On Question C (finance and financial control) the Committee are unanimous,, 
except in so far as the answer to this question depends on the answer to Question A. 
We unanimously recommend a complete revision of the present financial methods and 
the separation of the railway budgc't from the general budget of the State. We are 
also in general agreement as to tlie methods which should be adopted by the Govern- 
ment for raising new capital. Additional methods of raising capital are also 
recommended by those members who are in favour of the retention of private 
management through companies domiciled in India. 

19. On Questions D (the relatious between the railw'ays and their customers) and 
E (miscellaneous cognate questions) the Committee are unanimous. 

20. We therefoix) think that the most convenient course will be to forsake the 
order of subjects in our reference, and to deal first with the matters on which 
the Committee are agreed, postponing to a later stage matters on which our 
recommendations diverge. 

21. We accordingly submit our Report under the following heads : — 

Chapter II. — Present situation of the Indian railways. 

Chapter III. — Finance and financial control. 

Chapter IV. — The constitution, status and functions of the controlling 
authority. 

Chapter V. — The relations betw^een the railways and their customers. 

Chapter VI. — Miscellaneous cognate questions. 

Chapter VII. — Management, whether directly by the State or hy companies ; 
and the methods of raising additional capital. 

Chapter VIII. — Summary of recommendations, and Conclusion. 
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CHAPTER IL 


PitESKNT Situation of the Indian Raiiavays, 

22. According? to the Administration Report on Railways there were in India, at 
the 3l8t March 1920,30,735 route miles of railway. These may be divided into live 
classes : — 

(I) State lines worked by the State. 

(II) State lines worked ])y (a) Guaranteed, and (b) Independent C()nit)anie 5 . 

(III) Company lines worketl Cf)inpauies. 

(IV) Lines belonging to Indian States. 

(V) Miscellaneous. 

23. Class I (State linos worked by the State*, 7,309 miles) and (dass 11 (<i.) (Stato 
lines worked by Guaranteed Companies, 17,708 miles) ])etueen tlunn eoniprise, inoie 
than two-thirds in mileage of the total 30,735 miles of railway in the country, and 
very much more than two-thirds in imiiortance. At a later stage we shall refer 
specifically to the case of the less important systems, but the Committee have devoted 
their attention cliielly to the case of the main railway system, and it is to tin's that 
the evidence taken by them principally relates. Except theri^fore so fai* as the 
contrary may be clearly indicated it should be understood that the reeoinmendations 
made refer only to classes I and II (a). 

24. It has been mentioned that the pres(mt emjniry was tin* direct ontc-ome of the 
consideration of the case of the East Indian Railway necessitated ])y tln^ apf)roaebing 
termination — in December 1919 -of the contract; but it is clear that in any case the 
time had arrived for a general examination of the whole Indian railway situation. 

25. Eor years past, even long before the war, public opinion in Iinlia has constantly 
complained of the entire inadequacy of the Indian railway system to meet tin; imeds of 
the country. It has been expressed not only in the newspapi'rs hut by Chambers of 
Commerce and in discussions in the Legislative Council at Delhi. The evidence 
given before us in all parts of the country and on behalf of all sections of the 
community was overwhelmingly strong as to the urgent need of (Jrastic measures of 
reform and reconstruction of the entire railway machine. We do not think that any 
general statement would bo siilHeiont to enable non-Indian reader^ adequately to 
appreciate what the real situation is. We therefore summarize extracts from the mass 
of evidence we have received, showing that the failure to meet the needs of the 
country is not temporary and not confined to certain places or to certain periods, but 
universal and permanent. 


EVIDENCE TAKEN AT CALCUTTA. 

Mr. Innes, Secretary to Government op India, Department of Commerce. (VoI. V. 
paras. 38t)7 and 3873.) 

There is a large deiuand for Indian coal for export, but in the absence of a'lecpiate transport 
facilities for meeting it India is missing an exceptional opportunity of establishing itself in the 
foreign markets where its coal is in great demand. If adequate railway facilities were provided 
the production of coal could be increased. 

Mr. Church, Mining Engineer to Railway Board. (Vol. III., paras. 3‘J02 and 390.3 ; and 
Vol. V., para. 3910.) 

I’hero is a rapidly increasing demand for Iniliau coal, and output could keep pac ^ with it, 
but is blocked by tlie limitations of the railway capacity. Tlio-railway ditliculty in carrying 
coal is due to a gener.il incapacity to hainlle the tr.dlic. 

Shorhige of facilities is manifest at junctions where coal is Liken over from the East Indian 
Railway and Bengal-Nagpur Railway, at .Tubbulpore, where t’lo Great In liau Peninsula 
Railway takes over trains and has to break tlieni ii]). 

Mr. Lbgge, Coal Transportation Officer (Coal Controller). (Vol. Ill,, paras. 39 U and 
3915). 

The supply of wagons for coal trafiic has long been inadequate. It is necessai y to retain 
for some time to come the post of Coal Controller, an ollicial who, owing to the shortage of 
facilities, has to apportion the available wagons under a priorit} classiticatiou. 

Mr. Bell, Member the Railway Board. (Vol. V., para. 39C9.) 

The capital provided is not sufficient. All tho fuinls likely to be provided by Government for 
the next few years might ba easily absorbed in meeting a single demand (provision of ade piate 
facilities for coal transport). 
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Mr. Carr, Acting Agent, and other repubsestativbs op the Bkngal-Nagpur Railway. 
(Vol. III., paras. 4051 and 4061.) 

Boilers and permanent way materials, which should have been replaced, are kept in service, 
leading to nndue expense in frequent re])aii*8. 

The growing trade of India and development of the iron and steel industry is hampered by 
lack of railway facilities and new lines ; 1,100 wagons a day would ultimately be required to 
meet the total requirements of existing and new works at Jamshedpur and Kulti, as against 
the present demand of about J50. 

Mr. Hindlev, Agent, East Indian Railway. (Vol. III., paras. 4138, 4161, 4162, 4165, 4166, 
4167, 4185, 4308, and 4323 ; and Vol. IV., pages 79 et seq.) 

Overcrowding Is the principal source of all diliicnlfios and inconvenience to passengers, 
which the railways would gladly remedy but for inadequacy of funds. To put on an extra 
passenger train, the goods service would have to be reduced. 

Owing to budget restrictions, the Railway Board had to eliminate from the programme 
some extremely urgent works, such as the doubling of the Grand Chord, and had definitely 
instructed the Agent that owing to the shortage of funds new works must be restricted to 
those required for ])ro\iding increased trallic facilitie.s, &c. 

It is iin))oa8ible to estimate the loss to tnulo which would be brought about by the delay in 
providing essential facilities luid the persistent failure to keej) tho capacity of the lines up to 
the demands for tran^^jiorlation. Tiie position is already so had that at times the railway has to 
restrict or even eiititely to closti^^down the acc«‘i>tauce of goods traffic. Only one half of the 
demand for wagons for nierch mdise cm be met. For the p.ist 26 years there has always 
been an inability to provide transportation to the extenr demanded, and the position is getting 
worse (lay by day. 

At times Avheii the demands for coal re ach their maximum the capacity available for ordinary 
goods is considerably less tliaii is re<|uiied — l.irge quantities of mertjhaudise offered for trans- 
portation have fretiinmtly to l»e refused. Improved facilities are necessary, not only on the East 
Indian Raihvay, but esjx'cially on the adjoining lines and junctions. 

In one caso the Eurojiean oil seed market Avas lost definitely owing to lack of railway 
transport. 

That thti railway would “muddle through ” in tlic current jear as it had in the past was the 
only boiie. 

Small stations in the \ieiiiity of tiie larger ((mtres are clostnl in order to obtain relief 
by forcing short lead tiatlic to the road, 

Itunniiig of V'ork and van goods trains (station t<» st^ition pick up goods trains) is 
Rnsjiended wdieii neei'ssarA to limit tin; trallic to the pri'seiit capacity of the sections. 

Bookings of mcrehandi.-(c trallic in th;* upw.ird direction is restricted even when stock is 
a\ailable in order to leave room for coal tratlic. 

Mr. Oswald Martin, of Mes.sks. Martin & Co, (’aloutta. (Vol. HI., para. 4174.) 

The sum and substance of the present prolileiii is want of money. 

Mr. Godfrey, of Messrs. McLeod Sl Co., CaiiCUTta. (Vol. III., para. 4247 ) 

(vases are known of (ioimtry oai ts earr\ ing, ni addition to what the railway carries, jute to 
Calcutta from distances of 70 or 80 miles. 

Mr. Battinson, Chairman, Indian Mining Association. (Vol. III., paras, 4412, 4413, 4416, 
4421, 1422, and 4123 ) 

Owdng to transport difficulties and delays, entirely due to inadequate finance, the coal trade 
has suffered for years. 

The tran.sport dilliculty has been consfant from about 1905, when the coal output reached 
8,0r0,f (K) tons in the year. At the present time there are about 10, 000,(X)0 tons of exportable 
coal available at the coalfields per annum, and allowing for the interim increase of transport 
facilities, the coal trade is handicapped about to the same degree as in 1905, but, of course, on a 
much larger scale. 

Owing to Avant of transport facilities coal raisings have frequently had to be curtailed. 

Many instances of c.ollieri(is being fully equipped, but unable to despatch coal for want of 
sidings and with no hope of getting these Avitliin the next year or so. One siding had been 
applied for in April 1918, but Avas not sanctioned until 1920. This siding, about 17 miles long, 
Avill serve a number of collieries; construction will take about a year, but difficulty exists in 
getting rails moved from Delhi ; meanwhile, Ks. 30,(X),(X)0 of the coal company’s capital is lying 
idle Avaiting completion of tho siding. 

The Rana Colliery is waiting to despatch coal ; a siding about a mile long was asked for in 
1914, but although sanctioned the Avork has not yet been begun. 

The Chapui and f dial bal pur sidings, applied for in March 1919, have not been sanctioned. 
Coal is being carted across a river ford, but the output is restricted to a nominal figure for AVant 
of facilities. 

Mb. Walsh, Secretary to the Government op Bengal, Poblio Works Department. 
(Vol. III., para. 4474.) 

The Government of Bengal lays stress upon the deficiency of transport facilities. Being 
affected by the carriage of coal and building materials, they found the construotion of publie 
works greatly hindered and only done at excessive cost. 



y 


Mr. Baxter, representing the Narayanganj Chamber of Commerce. (Vol. III., para 
4505.) 

There was recently an acute scarcity of w«igons for conveying coal for the use of jute-baling 
firms. 

Messrs. Marshall, Dods, Fairhurst, Bury and Martin. (Vol. III., pages 01 to 68.) 

These gentlemen appejred as representatives of some of the principal firms engaged in the 
metallurgical industries of India. These are the industries established and under development 
in an area served by the Bengal-Nagpur Railway to the south-west of Calcutta ; they include 
the important iron, steel and copper works, together with numerous associatecl enterprises 
specialising in such products as refined zinc and sulphuric acid, jute mill machinery, wire 
and pressed metal articles, concrete reinforcing material, enamelled hollow ware, electric 
cables, tinplate, &c. 

The outstanding importance of the interests rei)resonted and the magnitude of their probable 
development within the immediate future may be gauged from the following particulars which 
were placed before the Committee : — 


Present Annual Freight Estimated Freight Movement 
Movement. i in 11126. 


Tata Iron and Steel Company (Jam- 

Tons. 

1,760,700 

Ton Miles. 
2.57,316,000 

Tons. 

4,137,700 

Ton Miles. 
651,665,000 

shedpur). 



Bengal Iron Company (Kulti) 

Indian Iron and Steel ('oinpany 

433, .500 

89,080, 000 ' 

8S7,000 

182,160,000 

— 

— 

2,278,000 

316,730,000 

(Burnpore). 



Eastern Iron Company (Chandal) 

— 

— 

7,372,000 

' 987,200,000 

Cape Copper Company 

57,500 

5,780,000 

115,000 

11,560,000 
» 50,895,000 

Subsidiary companies - 

— 

— 

389,400 

Totals - - - 

2,2.51,700 ^ 

352,176,000 

15,179,100 

2,200,210,000 


The approximate investments, labour and pay roll of the above-mentioned companies, 
their position in 1020, and their estimated position in 1026 were stated as follows : — 


i 

Investment. | 

Labour employedr 

Annual Pay Roll. 

Existing 

. 

Rs. 

10,00,00,000 

47,500 

Rs. 

2,00,00,000 

1926 (estimated) 

- 

44,10,00,000 

125,000 

6, 00, (KJ, 000 


In support of the strikingly high estimate of future expansion Mr. Marshall explained that, 
of the 15 million tons estimated, 8 millions are practically assured by construction already being 
earned out with funds that have been provided, while finance has been arranged for a large 
))art of the 7 millions balance. Even making an allowance for uncertainties it was held that 
the estimate might safely be relied upon to the extent at least of 11 or even 12 million tons. 

The evideuce showed clearly that the existing railway facilities are entirely inadequate to 
cope with even the present traffic. There is a serious shortage both of wagons and locomotives 
for transport of coal and other raw materials as well as of the finished products ; and of 
facilities for moving the wagons which are available. During the good coal mining season the 
wagon supply is usually so inadequate that the full supply cannot be shipped to the works. 
It was mentioned in pirticular that the Tata Iron and Steel Company had probably lost from 
8 to 5 per cent, of pioduction during the year 11120 because of the shortage of wagons and of 
congestion on the railway, a percentage which would be increased when now extensions are put 
into operation. It was pointed out that if the consequent pecuniary loss were to amount only 
to 1.^ or 2^ per cent, the sum involved would still be very large.’ 

’ In this connection may be read the following extract from the report of the Tata Iron and *Steel 
Company, Ltd., for the year ending 31st March 11121 : — 

“ We are now, however, faced with the very serious position regarding the railway transport 
to which the attention of the Indian public has been drawn in the last few months by the 
evidence given before the Railway Commitlee. We have repeatedly pressed this upon the 
attention of the railways and Government, and although the Bengal-Nagpur Railway has made 
certain additions to its equipment and has done all it can to help in this direction, the additions 
are not adequate to handle the traffic which we shall require when the extensions are in full 
operation. The directors have considered, and are considering, the effect of this restricted 
development upon the progress of the greater extensions, and will retard these if it appears 
likely that the railways will not be able to handle the raw materials and finished products, as it 
would be no advantage to the Steel Company to erect plant that would stand idle for want of 
railway facilities. But they are pressing, and will continue to press, that the development of the 
lines serving the works should coincide with our expansion, and we have recently offered to 
arrange for a loan of four crores of rupees to the Bengal-Nagpur Railway in order to ensure 
. this.” 
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The witnessts, who had prepared their report in consultation with the Bengiil«Nagpar Railway 
officials, calculated that to meet the requirements of the case it would be necessary to double- 
track 133 miles of the Bengal -Nagpur Railw'ay, while to the existing roUing-stojk of all the 
railways serving the industries in question an addition is necessary of about 13,000 four-wheeled 
vehicles (or half the number if bogie wagons), and of ‘M2 engines, to meet the anticipated 
developments of traffic during the next five years. Some 75 per cent, of the increai^ in rolling- 
stock would have to be made on the Bengal-Nagpur Railway system. 

The evidence was referred to Sir George Godfrey, as Agent of the Bengal-Nagpur Railway, 
who furnished the Committee in reply with particulais generally bearingoiii thnse conclusions, 
and giving details of the Bengal-Nagpur Railway programme, which provides for completing the 
line facilities in four years, and «-xplained that the extra locomotives and wagons already under 
supply out of the existing grunts together with the numbers incJuded in the four-year programme 
practically equalise with the foregoing estimate. 


At a late stage of the Committee’s deliberations a coniTnuniention was received on the same 
subject from Messrs. Bird & Co., in connection with the traffic which they estimated would have 
to be handle<l by the Bengal-Nagpur Railwa}’ for the purposes of the United Steel Corporation 
of Asia, Limited, which is to ])e undertaken by that firm in conjunction with Messrs. Cammell, 
Laird & Co. Details of the estimated trailic, in three stages of development, w^ere given, working 
up to the following figures : — 


Estimated additional Rolling-stock required. 


i^tage. 

Ion Mileage. , 

1 

Wagons. 

(4 wheel units.) i 

Locomotives. 

1st - 

70,838,(XM) 

1 

i 402 

0 

2nd - 

r>92,:!0o,CXM 

4,113 

74 

3nl - - - ' 

1,112,1 .‘is, 0<)0 

7,723 

130 


'Phe Bengal-Nagpur Railway uro inpossepsion of these figures, and it is understood that they 
will be able to deal witu^.he traffic of the liist sUire with their tour-year progi amine, but an 
essential subsequent requirement wdll be a new outlet for Bengal-Nagpur Railway coal traiTic 
from the codtiekls by a new line lU Karanpura to a point on their main line near Manharpur, 
in the neighbourhood of which the new works are likely to I e situated. 

* Mr. Nolan, Actino Agent, Assam-Beng\l Railway. (Vol. III., paras. 4555 and 4560.) 

The .Xssam- Bengal Railway has been starved. During the 25 years it has been open it has 
only been able to construct OO miles of extensions from money provided by the Government. 

The Capital July Forecast of requirements for 1021-22 was Rs. 70 *63 lakhs ; 64 '80 lakhs was 
provisionally sanctioned, but in DHceniber cut down to Rs. 15 lakhs, which bad been increased to 
Rs. 25 lakhs on pointing out that his homo comniitiimnts already amounted to Rs. 28 lakhs. 
Home indents and certain contracts have had to be cincelled and Rs. 43' 10 lakhs w'orth of 
material will lie in stock in default of an allotment of Rs. 8 '33 lakhs for cost of erection in 
India. 

Mr. Peat, Chairman, Indian Jute Mill Association. (Vol. III., pai-as. 4506 and 4598.) 

Because of lack of railway facilities for tlie carriage of coal seven large jute mills, employing 
40,000 workers, had completely stopped on the 14th January 1021. 

There w^as also a deficiency of wagons for bringing down the juto. Frequently no wagons 
at all were available at despatching points in the northern jute districts. 

Mr. Watson Smyth, Vice-President, Bengal Chamber op Commerce. (Vol. III., paras. 4602, 
4603, 4605, 4600, 4612 and 4643.) 

For many years the iirperative necessity for a more liberal allotment of funds had been 
urged. In 1008 representations were made regarding the insufficiency of allotments and grave 
complaints of inadequacy of facilities for the carriage of coal to Calcutta, and the scarcity of 
lolling-stock since 1804. The general situation is now w orse than in 1008, seven important jute 
mills being actually closed and the position showing every sign of becoming worse. 

I^ck of transport has led Government to prohibit the expoit of shipment coal, causing loss 
to the shippers, and the movement of general merchandise is delayed and hampered, causing 
great hardship and reducing business operations to a gamble, e.g. : — 

One firm trading in linseed, with a good demand and prices high for early shipment, 
found shipping available, but it was too risky to undertake bu8ine^8 because no reliance could 
be placed upon getting the seed lo the port within a reasonable time. The firm had in one 
case some 700 tons of linseed held up at an up-country station for over four months. 
The movement of the linseed crop was so impeded that seed from the River date filled 
the demand and India lost the opportunity of selling the seed. Stocks accumulated between 
April and June were not commenced to be despatched before August, and only 608 tons were 
cleared in the following two months. 

A manganese firm could ■without any difficulty dispose of double the quantity of 
manganese if the railways were in a position to move the ore. They have 300,000 tons of ore 
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in f>tock. To insUmce the coiiKestion, at one station there are 7O,U00 tons, which are only being 
despatched at the rate of about H,000 tons per mensem. This station is already two years in 
arrears with its despatches — at other stations there are large quantities also waiting to bo 
railo'J, viz. ; — South Tirody, 70,000 tons ; Balaghai, 60, (HH) tons ; Kamtek, 45,000 tons ; Turnsar 
Hoad, 20,000 tons ; and various quantities elsewhere. 

The import of salt into Calcutta is 500, (K)0 tons annually, and owing to Jack of wagons 
to convey the salt up country one firm alone has lakhs of rupees locked up. Owing to tne 
ditliculty of getting it away by rail there was not sulTicient accommodation for the salt coming 
in. Recently a ehip with 1,400 tons of salt had to tike it back again to Liverpool. Another 
steamer which brought 6,000 tons, after over a month had only unloaded about half its cargo. 

AnotJier firm has a sugar refinery in Calcutta which bought several thousand tons of 
semi refined sugar in Cawnpore deliverable by a specific date, but 600 tons had not yet been 
delivered. The market has now fallen and the firm has h.i(l to refuse to accept delivery, 
with the result that the sellers must lo.so heavily because of the railway’s failure to perlorin 
its duties. 

A tar refining industry, opened two and a half years ago, is unable to work at its full 
capacity owing to the inability of the railways to supply tank wagons. If it bad been an 
independent company it would have failed by now. 

The foregoing are merely typical instances of what is constantly happening. Not only do 
consumers suffer, but the uncertainty of adequate transpoit is paralysing trade. It is obvious 
that the whole railway machine is inadetpiale. What is necessary is an all-round enlai^ement 
of the carrying capacity of the mil ways. 


EVIDKNCE TAKEN AT MADRAS. 

LiBur.-CoL. Barnaiidtston, Secretary to Government oe Madras, Railway Department. 
(Vol. III., paras. 468:1, 4684, 46D;5 and 4701.) 

Erode Junction is a particularl.v bad case ; facilities are inadequate and nothing can be done 
until a decision is given as to the arrangements to be made at Erode in connection with the 
question of the location of the broad gauge South Indian Railway workshops, whiclf has been 
under discussion fop some 10 or 15 years without a decision being arrived at. Further, nothing 
can be done, pending the Railway’s Board decision, with regard to the reconversion of the 
'rrichinopoly-Erotle line to broad gauge ; this line urgently' ne-‘ds renewal as the rails are worn 
out and train speeds have been limited to 22 miles per hour. This work is now helil up because 
of the locomotive workshop question, but the question of renewals is one which should have 
been faced many years ago. 

The Government of Madras estimates an expenditure of some Rs. :>0 crores as being 
required to bring raih\ay communications in Southern India to a state of reasonable efficiency. 
Daring the 14 years jirior to the creation of the Railway’ Board, 1,2(X) miles of new railway' 
were built iu the ^[a Iras Presidency, but in the 14 years of the Railway Board’s existence only 

miles of new lines have been opened, of whicdi 2(K> were in course of construction when the 
Board was formed, and 142 were constriictevl by district boards or other agencies, leaving an 
annual average cf only about 14 miles to the credit of the Railway’ Board. 

Mr. Moir, late Dfuectou of Civil Supplies, Madras. (Vol. III., paras. 47:V3 and 4736.) 

There had been a great shortage of rolling-stock, and, he understood, of engine power on the 
railways, while there was an exceptional scarcity* of food over a large part of the Presidency. 
Many complaints were receiveil from license I exporters that they* could not get their rice 
carried. 

Lieut.-Col. Magniac, Agent, Madras and Southern Mahratta Railway. (Vol. III., 
paras. 4774-4777, 4781, 4800, 4S2G and 51»5.) 

Frequently, for want of sufficient rolling-stock, traffic is deliyed in transit. At present 
the Madras and Southern Mahratta Railway is not refusing traffic because it has fallen off 
considerably of late. Locomotive coal, formerly taken by sea, from Bezwada to the metre 
gauge lines in the West, has to be carried over a light section of the line on which heavy engines 
cannot ruu, thus causing congestion duiiiig the heavy traffic season. Colonel Magniac had 
never known sufficient rolliog-stock to be in existence at times of pressure on the Eastern 
Bengal, ths North-Western, or the Madras and Southern Mahratta Railways, on all of which 
he had served. His experience was that at certain times public demands could not be fully 
met, and from the beginning of March to the end of June it is impossible to comply in full with 
the demands of the merchants on the Madras and Southern Mahratta line. It therefore follows 
that a priority register for wagon supply is maintained as a mutter of course on Indian railways. 

The existing lines must be brouglit up to standard before extensions can be 
contemplated. The strengthening of bridges is very important, as heavy engines cannot ruu 
over many of the existing bridges. The Godavari bridge, for example, is not up to the present 
standard ; it was built some 22 years ago to take a calculated train load of 341 tons, the pressnt 
trains being over 544 tons. 

For the years 1912-13 to 1918-19, Rs. r»0C'll lakhs bad been asked for on capital account to 
bring open lines and equipment up to a suitable standard, but only Rs. 269 '45 lakhs had been 
allotted by Goveramt*nt ; in 1919-20 the railway got Hs. 18 lakhs more than had been asked 
for y in 1920-21 the demand vvas for Rs. 145 lakhs ami the sanciioned grant was Rs. 16L lakhs ; 
for the year 1921-22 the demand wa.s for Rs. 164 and the preliminary sanction Rs. 67 lakhs 
only, neoessitatiog the abandoning of uU new projects during the coming year. This is not 
oondaoive t> economy and makes it impossible to make up existing arrears of works. The 
Ooveroment had refused to allow the companies to raise additional capital as desired by them, 
aud had failed to supply funds for expenddure on rolling-stock and other improvements 
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The Hon. Mr. Simpson, Chairman, and two Members op the Madras Chamber op 
Commerce. (Vol III., paras. 4850 and 4856.) 

The Chamber of Commerce are of opinion that it is an absolute necessity for many years 
to come to improve the e.visiing facilities on and equipment of open lines, and that new 
construction should be held in abeyance for the present. 

The Cochin Chamber of Commerce (who had desired to be associated with the representation 
of the Madras Chamber) drew attention to the disabilities at present existing through the break 
of gauge from the South Indian Railway to the narrow gauge of the Shorunur Cochin Railway 
and the serious shortage of rolling-stock on that line. 

Mr. Simpson stated that they had got along fairly well up to 1911. although at certain 
seasons difficulty had been experienced, but the daily recurrent maintenance had fallen 
behindhand, and the public are now suffering greatly from the inadequate carrying capacity of 
the lines. Traffic is growing and must continue to grow. Railway stations are crowded with 
merchandise, lying frequently for days awaiting transport. It is a matter of urgent necessity to 
improve the carrying capacity. 

Representatives op the Southern India Skin and Hide Merchants’ i^ssociATiON. 
(Vol. III., paras. 4877, 4883 and 4889.) 

Better communications are needed between Madras and Pallavaram or Chingleput. 
There is an urgent demand for the railway to be doubled to enable it to cope with the heavy 
traffic on it. Merchants, as matters stand, are always afraid of being unable to fulfil their 
contracts owing to delajs caused by the railways. 

Piece goods merchants complain that they are kept waiting for weeks together for wagons ; 
even when they get these, consignees cannot count on prompt delivery of goods. 

Mr. 0. Buraiswamy Ayyancar, Representative op the Madras Liberal League. 
(Vol. Ill , pard. 4965.) 

There is no disputing the fact that there is great congestion on the railways, and that a 
large feum of money will have to be spent to bring these to a proper standard. 

Mr. Mitchell, Chairman op the IMadras Port Trust. (Vol. III., paras. 4988, 4990 and 
4992, and page 123 ) 

Mr. Mitchell emphasised the “uttor inadequacy” of the supply of funds for railway 
purposes ; (»f this, he said, there could be no possible ijuestion. 

Nob rely differed from the Port Trustees’ opinion that the carrying capacity of the railways 
is not adequate. At least at peiiods of pressure, the railways have bean unable to cope with the 
whole of the traffic offering through the port. 

Improvements should be made by duplicating congested portions of the line and by 
providing more rolling-stock — there are cases in which the full use of the existing rolling-stock is 
prevented by inadequacy of the lino carrying cvpacity. The largest bogie wagons cannot be 
fully loaded beeftuse of the light standard of certain biidges. 

Mr. Mitchell furnished statements comparing the numbers of wagons applied for by the 
harbour authorities with the numbers supplied by the railways during the six months ending 
September 1918, The totals are : — 

Broad Gauge Wagons — 

Applied for ------- 18,424 

Supplied 3,016 

Metre Gauge Wagons — 

Applied for - - - - - - - 9,846 

Supplied 1,617 

The figures show that, during the period, the average daily ratio of supply to demand was 
slightly over 16 per cent. That is to say that only one was furnished out of every six wagons 
applied for. It is of course not to be understood that only one-sixth of the traffic offered was 
ever carried. 

Mr. K. Parthasarathy Iyengar, Railway Passengers’ Association, Madras. (Vol. IIL, 
para. 5009.) 

Instances of overcrowding were given, showing : — 

(\) (2) (f. 

Average number of travellers on a specific train per day - - 865 842 835 

Average accommodation provided ... - 553 297 564 

Mr. Ross Logan, Acting Agent. South Indian Railway. (Vol. IIL, paras. 5070, 5076, 
5079, 5080, 5100 and 5110 ; and page 133.) 

Overcrowding is serious on certain sections of the railway, and the line has access to Madras 
only by a single line which runs over a number of level crossings within the city boundaries. 
Mr. Logan had no doubt that the line ought to be doubled and the level crossings obviated. 
There is a deficiency of rolling stock as well as of engines. The railway facilities are inadequate ; 
he could point to no important direction in which the facilities of the railway for dealing with 
its increasing traffic are sufficient. 

There is a good deal of overcrowding on certain parts of the line, and in certain cases 
it is necessary for passengers to alight and entrain otherwise than at platforms ; the i-ailway had 
been suffering from the shortage of coal. They have about 15 days’ stock of coal on hand, but 
before the war used to have a two months’ stock. 
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The’Coleroon bridge was built about 40 years ago. It is now proposed to rebuild it to the 
3908 standard. 

A detailed statement is submitted showing that, during the years 1910-11 tj 1920-21, 
Rs. 880.89 lakhs had been asked for on capital account by the South Indian Railway Company 
in the July Forecasts, and only Rs. 610.66 lakhs had been allotted. 

The witness stated the company had done all that it could reasonably do to induce Govern- 
ment to provide the necessary funds, and that the public have no serious grievances except such 
as are due to lack of facilities, and this is due entirely to the Railway Board’s failure to supply 
the necessary mopey. 


EVIDENCE TAKEN AT BOMBAY. 

Mr. Lloyd Jones, Agent of His Exalted Highness the Nizam’s Guaranteed State Boabay 
Railway Company. (Vol. III., paras. 5155-5157 and 5165.) Evidenio. 

The Nizam’s Railway is in a position to give 900 tons of traffic daily to the Great Indian 
Peninsula Railway at Manmad, but has frequently been restricted to 200 tons. For this reason 
the Nizam’s Railwaj’’ desired to find another outlet, but were prevented by the claim for 
protection of the Great Indian Peninsula Railway from making lines to take the traffic 
elsewhere. 

For some years past Ihe cotton seed traffic offering has been many thousand tons more than 
could be carried during the season, and there have been constant complaints from merchants that 
they cannot move their crops. Mr. Lloyd Jones could recall one occasion when it had been 
necessary to burn cotton seed owing to the inability of the railways to carry it ; in many cases, 
the movement of the crops to the railway stations did not take place owing to the known inability 
of the railways to take them away. In 1919 the Nizam’s Railway was involved in heavy losses on 
account of dan age to cotton bales which could not be moved until the beginning of August, and 
the losses to the merchants would probably be more than those of the railway. The railway had 
insufficient shed accommodation t > stock the goods, which were left in the open. 

There were also restrictions at Wadi, on the Great Indian Peninsula Railway, which had 
affected the castor seed traffic to Bombay. 

» 

Mr. Macnagiiten, Deputy Chairman of the Chamber of Commerce, Bombay. (Vol. III., 
para. 5206.) 

The railways lia\ing access to Bombay have not provided adequate facilities in recent years. 

Delays in transport are considerably greater than they were eight or ten years ago. The Chamber 
of Commerce receives a very large number of complaints from its members. 

Khan Bahadur 4. M. Dalal, President, District Board, Broach. (Vol. III., para. 5258.) 

The industrial development of India is likely to be throttled for want of adequate railway 
facilities. 

Merchants experience the greatest difficulty through traffic to Bombay being frequently 
stopped for days together. Trade suffers all round as the unreliability of railway communication 
interferes with me^’chants’ ability to make or fulfil contracts. 

It is a matter of common experience, happening almost every other year, that heavy losses 
are incurred through damage to cotton seed and cotton bales, which deteriorate owing to their 
having to be left in the open in the rains for want of railway transport. 

Carts sent to the railway station have frequently to take goods back because booking is 
stopped. 

Mr. Rumboll, Agent, Great Indian Peninsula Railway. (Vol. III., para. 5278.) 

Thirty-one years ago the then railway authorities said that the railways ought to adopt 
the vacuum brake, and now 81 years later at least 20-80 per cent, of the stock is not fitted 
with it, and even where the stock is fitted the equipment is often not used, and the equipment 
therefore deteriorates owing, for instance, to the rubber fittings perishing. The consequence is 
tliat money has been wasted on machinery of which full use is not made. 

Dewan Bahadur K. R. Godbolk. (Vol. HI., para. 5843.) 

Recently he had seen on one of the lines managed by the Great Indian Peninsula 
Railway Company a number of v^assengers who had had to wait one or even two days for a 
train ; they were compelled to remain on the platforms as there was no accommodation in the 
trains. 

Mr. Ramji Bharmal, of Messrs. Bharmal, Shripal & Co., Bombay, representing the 
Grain Merchants’ Association, Bombay. (Vol. III., paras. 5488 and 5492.) 

Goods brought to the railway station lie there sometimes for months before receipts can be 
obtained, as the railway companies do not issue receipts until wagons are available. 

As regards an accident, mentioned in the written evidence, in which several deaths and 
cases of injury wore occasioned by passengers having to travel on the footboards of the train, 
owing to the carriages being overcrowded, the witness staled that this had happened about six 
jnonths ago on a train from Thana to Bombay. It was due to the fact that the railway was not 
using sufficient carriages on the suburban trains. 

EVIDENCE TAKEN AT LUCKNOW. 

Mr. Harvey, Agent, Oudh and Rohilkhand Railway. (Vol. HI., paras. 5743, 5744, 5751, 

5752 and 5980.) . Evidence. 

The carrying capacity of the Oudh and Rohilkhand and connected railways is inadequate 
owing to want of facilities for handling, sorting yards and the like ; as a result traffic cannot be 
handled efficiently. 
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Restrictions had to be imposed on the movement of traflic owing to the weakness of the- 
road. 

The railway is very short coal — stocks being as low as six days’ supply on the whole- 
line and three in Lucknow. Last Christmas they had to cancel something like 20 passenger 
trains, and now the position is much worse. The coal supply is dependent on junction 
facilities. 

Recently the Oudh and Rohilkhand Railway had had to clear. In coiineciion with Tiiela 
traffic, some 50,000 passengers from Allahabad, who were left behind because the ordinary trains 
had not been able to carry them. These mi^sht have been brought by th# East Indian* or the 
Bengal and North-Western Railway. 

At the present time, if the Oudh and Rohilkhand Railway were asked to take another two 
trains from Moghal Serai to Saharanpur these could not be hauled foi Mant of locomotives.. 
In no case could mure than two extra trains be rmi, as they wonM be blocked ai Lucknow and 
at other stations owing to tiiere not being sufficient accommodation. 

Likut.-Col. Anderson, Traffic Manager, Oudh and Rohilkhand Railway. (Vol. III.,, 
paras. 51K12 and 50HH.) 

Colonel Anderson said that 10 trains coaid be run eacli way as a maximum, that is, nearly 
double the [iresent number. It was done once in connection with through Ma traffic, which 
involved little marshalling work, but threw the whole line into confusion lor two or three days. 
At the most, tw.> more trains could be run each way — the capacity of the line was limited as 
they had not sufficient yards and crossing places. 

As only part of tlie goods stock is fitted with the vacuum brake, rapidity of movement is^ 
impaired, feiiice braked vehicles have to be picked out and put in front when making up trains. 

Lieut.-Col. Izat, Agent, Bengal and North-Western Railway. (Vol. III., para. 57C7 ; 
and Vol. IV., page 2111.) 

The extent to which traffic can be transhipped at junctions, from the Bengal and North- 
Western Railway to the adjoining State and company worked lines, is seriously limited by the 
lack of capacity of these. Even before the war this congesiion occurred at busy seasons to such 
an extent that the company had had strongly to represent to the Secretary of State the difficaltiea 
experienced by the railway and the need for extensions. Restriction of traffic is typical of the 
po8t‘Wav situation ; the Bengal and North-Western Railway would normally be able lo offer 
adjoining lines— 

via Bari Banki, COO tons daily (now limited to 150 tons). 
via Benares, 250 tons daily (maximum, now limited to 50 tons). 
via Mokaineh Ghat, 2,(X)0 tons daily (now limited to COO tons). 
via Allahabad City, 120 tons daily (now limited to HO tons). 

Mr. Mumme, Agent, Rohilkund and Kumaon Railway. (Vol. III., para. 5705 ; and pages- 
2H0 and 240.) 

Traffic to adjoining lines is restricted in the. same way as from tho Bengal and North-Western 
Railway. Detiils Avore given showing restrictions of traffic via Kashgauj, varying fro;n an 
absolute refusal to accept any merchandise to the prescription of different limits ot quantity, from 
December 1919 to February 1920, during which period about 1,.5()0 tons daily might have been 
loaded in the absence of restriction. From 2l8t February 1920 to 29ili May 1920, traffic cut 
Lucknow was restricted by the Oudh and Rohilkhand Railway to 50 tons daily, whereas double 
the quantity was available for despatch 

Similarly traffic via Moradabad was restricted at various periods to from one-eighth to two- 
thirds of the available goods. 

If the railway presses foreign lines for the return of its stock, restrictions arc immediately 
placed on the receipt of traffic by those lines from the Rohilkund and Kumaon Railway. He 
did not think ibis unreasonable from the point of view of the railways concerned ; it meant 
that they had to return stock in a hurry, which would lead to uneconomical working. 

MES.SRS. VeRRIERES AND BILLSON, REPRESENTATIVES OP THE GOVERNMENT OF THE UNITED- 
PROVINCES. (Vol. III., paras. 5912, 5915 and 5920.) 

Complaints are general about the blocks in traffic. The main tlifficulty experienced is that 
of the blocking of traffic at the junctions between the metre and broad gauge lines. 

The policy of the Railway Board ai)pearod to be that main line communications should be 
broad gauge, although the compauies were prepared to make metre gauge connections. 


EVIDENCE TAKEN AT CAWNPORE. 

Sir Thomas Smith, President, Upper India Chamber of Commerce. (Vol. III., paras. 5h30-5.> 

In 1920 the average time taken in transport of goods between Calcutta and Cawnpore was 
14-15 days, and between Bombay and Cawnpore about 24 days. It was observed that though 
in each specific case of delay some special reason might be adduced, the fact was that little traffic 
got through without encountering some special difficulty. 

Mr. Shakespear, Member of the Upper India Chamber op Commerce. (Vol. HI., 
paras. 58H5 and 5836.) 

Mr. Shakespear observed that it was a common practice for railways to shut down accept- 
ance of goods, perhaps for 10 days together, without even giving notice to the trade. 

He had known of cases of thousands <»f tons of tobacco lying exposed to (he weather and 
being damaged owing (0 the inability of the railways to ti ausport it. The sugar industry had 
been much hampered by restrictions on bookings. 
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EVIDENCE TAKEN AT LAHORE. 

Mr. C. a. H. Townsenp, Director op Agriculture, Punjab. (Vol. III., paras. 5955, 5957, 
5961-4, 5966 and 5967.) 

Third-class passengers are undoubtedly overcrowded. It is specially noticeable in the 
more populous districts of the Punjab ; so much so, that practically free fights take place between 
would-be passengers and those already travelling who do not desire others to get into the 
carriages. He observed that the railway staff loamtain an air of majestic aloofness. 

Something sUlDuld be done to ensure greater consideration of the views of the Local Govern- 
ment. A case within his experience occurred some four years ago, when it was a matter of urgent 
necessity that cotton seed should be moved in time to permit of sowing. The matter was so 
urgent that the Punjab Government Financial Secretary interviewed the North-Western Railway 
Traffic Manager and Agent, bun was told, although they were very sympathetic, they could do 
nothing, being bound by orders received from the Traffic Controller in the Railway Board’s 
offices. The matter was so serious that the Li<!at.-Gorernor wrote to Delhi, with the result that 
after a member of the Railway Board had visited Lahore it was ultimately set right. 

Referring to instances of delays in the carriage of traffic offering, this had happened at all 
stations in the canal colonies and was especially noticeable in the winter and spring of 1918, 
during which period hundreds of bales of cotton lay about waiting for wagons. 

In the case of the attempt to introduce Punjab-American cotton — a new variety of cotton 
which the Agricultural Department had b‘*en pushing during the past eight years — the 
management of the Empress Mills at Nagpur bought a I airly substantial quantity of this cotton 
in December 1917. In the following winter the witness hap])ened to visit Nagpnr and went over 
the mills. He asked the manager how he liked the Punjab-American cotton. His reply was, 
We like it all right, but we are not going to buy any more ” Ho gave as his reason the fact 
that (he cotton bought in December 1917 had not reached Nagpur until July 1918, and they 
could not afford to have their money locked up in that manner. These mills had purchased no 
more Punjab-American cotton. 

During the long period of delay the coveiings of the b.des had been torn off and it had been 
found difficult to identify the consignments. J'he cotton is going at present largely to Japan and 
is shipped from Karachi and Bombay. Experience was that it was easier to carry the goods to 
Karachi than to Nagpur, 

Some 20,000 acres of land were umler Punjab-American cotton last autumn where 
practically none had been grown before. In this case, the proprietors of cotton ginning 
factories some 100 miles away by rail purchased a large quantity of the cotton, one of them 
having bought about 40 wagon loads. When Mr. Townsend visited the locality about a fortnight 
ago the cotton was still lying in the goods stitions and the merchant asked for his assistance in 
securing its transpoit, complaining that his money was locked up and, while the cotton lay at the 
stations, his ginning factories were unomi>loyed. This merchant bad refused to buy more cotton 
during the recent sales. The North- We.- tern Railway TmiTic Manager ^\ as written to hut was 
unable to help owing to lack of coal, which in turn was ascribed to the shortage of railway 
transport facilities from the colliery. 

Mr. Townsend said that the proprietor of a glass and flour mill factory at Ambala had toM 
him that for want of coal he has occasionally to shut down bis factory for two or three days. 

Mr. Townsend mentioned that serious damage is caused to goods, lying unprotected from 
the weather, by rain, owing to the lack of adequate covered accommodation at the railway 
stations, especially on the I .ahore- Karachi main line. Annually iu the winter rains 
a delicate grain, gets damaged by lying in the open yards. 

In 1907 the heavy rains in May and June caught the congested accumulation of wheat on 
the colony stations and these were again rained upon in July and August. When it was 
finally moved, ow ing to the stench becoming intolerable, many firms lountl that they had lost all 
the bottom bags and sometimes two row s of bags. A special staff had to bo employed to clear the 
stations of the rotten wheat, which was caked into the mud of the open goods yards and probably 
a cholera epidemic was only narrowly avoided. 

Mr. Townsend said that he attached mo?t importance at the present time to the lack of 
proper storage accommodation on the line serving the Montgomery colony, where the railway 
facilities are not keeping pace wdth its development, with the consequence that goods are 
damaged. The North-Western Railway Agent was anxious to help, but was hampered from 
want of funds. 

Mr. Townsend said that the present time traffic can only be got through bj' special appeals 
and applications, instead of being accepted, as it should be, as a matter of course when offered. 

Mr. Watts, Manager, Bhupendra Flour Mills, Bhatinda. (Vol. III., paras. 5979 and 5980.) 

During the past four years, through the inabilily of the North-Western Railway to handle 
their goods, the Bhupendra Flonr Mills had on an average lost six wmrUing days in a month. 
This was largely due to the practice of the railway taking possession of coal sent to the mills 
with the consequence that the mills frequently ran short of it. The mills had recently been 
burned down, but just before that happened they were so short that they would have had to 
shut down altogether. The position was generally so bad that he asks for compensation 
to be made by actual replacement of the coal and not by paying a sum of money. 

Mr. Watts said that on the North-Western Railway booking is at present closed for certain 
goods, including the classes of goods he turns out in his mills. 

Bhatinda is capable of handling only one-third of the local traffic that offers there From 
Bhatinda his mills could only send two-thirds of what they are capable of producing. The mills 
had at no lime handled more than 65, (XX) maunds though they could deal with 1(X),(XX), and this 
fact gave them no encouragement to increase their capacity. 

They made hem (a special wheat flour), and though prices for this are high in Bombay, could 
not take advantage of them as the railway could not carry the ma^^imum quantity they could 
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produce. Witliout further exteuaion the mills could double the output — if there were greater 
railway facilities more could be manufactured and thus the price to the poorer Hindu population 
would be reduced. 

Lala Mulk Raj Bhalla, Punjab Co-operative Bank. (Vol. III., paras. 6()00 and 6001.) 

Overcrowding is serious in all classes on the railway, excepting the first class. He had 
travelled, in one case, in a second-class comp irtinent which was so crowded that ho wanted to 
leave it to change his ticket and get into the first class, but had been unable to get out owing to 
the crush in che carriage. 

Goods wagons are used for passengers on many brunches, quite apart from special conditions 
of pressure due to pilgrimage tratlic. 

Seth Prabhu Dayal, Millowner of Multan. (Vol. III., paras. 6010-13, and 6022.) 

The position is very serious as instanced by the fact that for the past month not a single 
wagon load lias been carried from any station in the Multan district and two or three other 
districts. His factory at Gojra has had to close down on account of shortage of coal. 

A fortnight hence the cotton sowing season will commence, and at present the seed is lying 
at Btati.ons waiting to go to its destination *, sometimes bags of seed rob while waiting for 
transport and become completely usele^s. 

Mr. Scott, the Director of Industries, had recently induced the Agent of the North-Western 
Hallway to supply 2(K) wagons daily to take pressed cotton to Karachi. The North-Western 
Railway would take it only to Karachi and not allow transport off its own line. It goes- 
ultimately Ironi Karachi to Bombay by sea. As merchants make forward contracts they lose 
heavily owing to their inability to delive>‘ to time. 

The position is that, whether it is a matter of transporting seed to growers, cotton to presses, 
coal to the factories or pressed cotton to the consumers, blocks constantly occur everywhere on 
the railways. 

As an example of the ill-effects of the uncertainty with regard to wagon supply the witness^ 
factory at Gojra, which is now working, will be closed next week for want of trucks for coal or 
wood fuel, as loading in several districts on the North-Western Railway is stopped — cotton 
worth lakhs of rupees is lying in the factory compound. 

Mr. Boalth, Traffic Manager, North-Western Railway. (Vol. III., para. 6014.) 

For the last month there has been an absolute stoppage iu the matter of carriage of goods, 
and from the 20th January onwards the orders were to stop all booking, the coal situation being 
critical. 

Mr. Scott, Director of Industries, Punjab. (Vol. III., paras. 6047, 6010 and GOoO.) 

The witness cited the following merely as examples : — 

On the main line in the Lahore district speed was reduced to 25 miles an hour due to- 
bad sleepers. 

Ovingto bad track speed was reslricted to 5 miles an hour for down trains entering 
“ A ” platfcrm from Lahore and Kasur si<le at Amritsar. 

In Saharanpur district the speed of trains was restricted to 10 miles an hour because of a 
defect in the masonry of a bridge. 

In Lyallpur district the speed of all trains was restricted to 20 miles an hour, and the 
running of heavy class engines on the section stopped. 

With regard to traffic restrictions the public are at the mercy of the railway staff, as it is 
impossible for them to familiarise themselves with all the details. 

It is quite reasonable to give preference to the movement of foodstuffs ; it is not necessarily 
reasonable to restrict traffic in materials, upon which a man may be dependent lor his livelihood 
and without which he cannot purchase the foodstuffs for his use, e.^., if undue restrictions were 
imposed on the carriage of cotton, factories would close down, resulting in a large force of labour 
being thrown out of work and deprived of the means wherewith to buy their food. 

Mr. Banfield, Punjab Trades Association. (Vol. III., para. 6071.) 

Referring to parcels sent by passenger train, he did not think that more than 10 per cent, of 
the traffic from Howrah gets through to Lahore (1 176 miles) in the 2^ days which might 
reasonably be allowed for its transport by ordinary passenger trains. Normally it takes from 
three to eight days. In many cases it takes much longer. 

It had taken 31 days tor 195 cases of whisky to be transported from Karachi to Lahore, 
about March 1920. 

Mr. IIadow. Agent, and other Representatives of the North-Western Railway. 

(Vol. III., paras. 6131, 6180 and 6189.) 

Wagon shortage is due not to shortage of rolling-stock, but to the lack of facilities for 
moving it. The North-Western Railway is badly off’ in the matter of station facilities ; if he 
had money he would use it to improve these. 

The railway representatives were invited to discuss the following note, which had been, 
given by the Director of Agris^ulture to the Committee ; — 

“ On 27th February 1921 I saw 40 camels taking unginned cotton from Chichawatni 
to Montgomery, 25 miles, moving parallel with the railway to the Japan Company’s ginning^ 
factory at Montgomery. 

“ This was done as cotton could not be booked by rail. 

“ They were being paid 7 annas per maund for this. It would be interesting to see 
how this compares with railway freight for that distance. If in excess, it is waste which 
somebody mast pay for—the railway there is w'orking nothing bke up to its maximum 
capacity.” 
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Mr. Boalthsakl that the rail freight would have been about two annas a mauncl, and admitted 
that unginned cotton had been refused owing to the diflBculty of moving this kind of traffic on 
account of shortage of coal. Mr. Hadow mentioned the railway is so deficient of facilities that 
it could not move everything it would wish to carry. 

There had been great delay in doubling the line between Rohri and Kotri, a length of about 
200 miles. The work was begun in 1013 and had been completed only a few months ago. 
Equally serious delays had occurred in the strengthening of bridges, due to difficulty of 
obtaining material. 

Lala Kashi Ram, Sutlej Flour Mills, Ferozepore. (Vol. III., paras. 6146 and 6140.) 

The witness laid stress upon the overcrowding of passengers in the third-class carriages and 
in women’s compartments. 

His firm had suffered heavily from stoppage of bookings, sometimes for months together. 
It would not help him to tell the purchaser of h«s goods that the railway to which he consigned 
them refused to carry them. He is bound to pay compensation, and yet lias no claim against 
the railway. 


EVIDENCE TAKEN AT DELHI. 

Mr. Collins, Director of Industries, Bihar and Orissa. (Vol. TIL, paras. 6361, 6363 and 
6378.) 

The country in general, and Bihar and Orissa in particular, is suffering for lack of railways 
and railway development. 

As a result of the lack of coal which has been brought about by the present unsatisfactory 
railway transport conditions, oil seed crushing mills in Bihar and Orissa are in difficulties. 
Some of them use wood and some even had to close down altogether. He had received a letter 
from the management of a mill at Katihar complaining that they had been unable to get coal for 
three weeks and had to stop work. He furnished the Committee with copy of a letter, said to 
be typical of sev’^eral others received, from which the following is an extract : — “ . . . in 

“ Bhagalpur last rains, I found that of four or five oil mills there, one was closed dowi^and three 
“ others were onl5' being kept going by the use of wood as fuel.” 

He had lately heard that a copper smelting works and refinery at Rakha near Jamshedpur 
had closed down for about a fortnight for the same reason. 

No single concern is getting all the coal it would like, many do not get the minimum they 
require, while all live in a constant state of apprehension of failure of supplies. Mr. Collins 
said that coal supply had always been bad, and though the situation varies from time to time 
it is only a question of the relative degree of badness. 

If coal companies could be sure of wagon supply they would put in labour-saving devices 
such as electric cutters and increase the output. 

The Hon. Sir Maneckjer Dadabhoy, Member of the Council op State, (\^>l. III., 
paras. 6496, 6497 and 6499.) 

Delays up to six weeks or two months are not uncommon. 

At the present moment large quantities of manganese are awaiting shipment because they 
cannot be moved to Bombay, the position being that there is plenty of manganese available, 
plenty of shipping at the port, and a good market in the United Kingdom ; but the business is 
hampered by the impossibility of getting v.agoiis to convey the material from the Central 
Provinces to the port. 40 per cent, more manganese might be ilespatched but for the shortage 
of railway facilities. 

Representatives of the Municipality of Karachi. (Vol. III., para. 6392.) 

The inadequacy of funds for railway purposes in the past has been so obvious that the 
answer to the enquiry on this point in the questionnaire was a foregone conclusion Funds have 
been inadequate all round. No railway extensions should be undertaken 'until open lines have 
been put in order. 


EVIDENCE TAKEN IN LONDON. 

Sir John Hewett, late Lieutenant-Governor of the United Provinces, (Vol. IL, 
paras. 842.3 and 8441 ; see also note on page 266.) 

Sir John Hewett placed at the disposal of the Committee copy of a letter, dated the 13th July 
1912, from the Government of the United Provinces to the Government of India, from which the 
following extracts are quoted : — 

“ I am directed to address you regarding the congested state of traffic on railways which has caused, 
and is continuing to cause, immense loss to the agricultural and trading communities in this province 
and has also seriously affected the administration of forests. 

* ♦ • # ♦ 

rb*.«i»“2. From enquiries which have been made it appears that the block first became noticeable in 
December 1911, when all goods traffic passing from the Bengal and North-Western Railway via 
Anwarganj (Cawnpore) to the Bombay, Baroda and Central India Railway was stopped for four days. 
In January 1912 also bookings by this route were much restricted, while the transfer nf goods 
from the Bengal and North-Western Railway at Bara Banki for broad gauge lines was still more 
hampered. Owing to the accumulation of metre gauge wagons at that station, the contents of which 
could not be taken over, the Bengal and North-Western Railway was compelled to suspend all 
bookings on its line for Bara Banki from llth January to 23rd January, and again from Ist February 
to 14th February, and 18th February to 7th March. 

e ♦ • • • 
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“ 3. From the statement made by the President, Railway Board, in the Legislative Council of the 
Governor General on 8th March 1912, it would appear that the causes of the block are the want of 
facilities at ports, the incapacity of various lines leading to the ports, and the coincidence of a large 
export trade, a congestion in coal traffic and a special press of traffic in connection with the supply 
of grain and fodder to the tract in Western India affected by famine. 

# • • ♦ # 

“ On 1st March the quantity of grain lying at railway stations on the Bengal and North-Western 
Railway in a single district (Gonda) amounted to 132,922 maunds, while 87,586 maunds were 
awaiting despatch in bazars close by. In the middle of April the Deputy Commissioner of Kheri 
saw hundreds of bags of maize which had been lying on a station platform exposed to the weather since 
December and January. The bags had rotted and could not be lifted. The maize was musty, badly 
attacked by weevils and probably unfit for human food. In March last the Lieutenant-Governor 
himself saw considerable accumulations of jagri at the goods station of the Rohilkund and Kumaon 
Railway Company at Bareilly which had been lying there for a long time intended for despatch to 
Rajputana by the Jodhpur-Bikaner line, but detained at Bareilly because it could not be booked 
beyond Kashganj. This jagri had nearly all been spoilt and become unfit for consumption. There 
was at one time some danger of a failure in the supply of coal for the large municipal waterworks, 
only averted by a direct appeal to the railway authorities, who were able to spare sufficient to keep the 
engines going. The collection of metal for road repairs has been much delayed, and the trade in 
timber and bamboos has been seriously hampered. 

» • • * • 

“ The Lieutenant-Governor has made an enquiry as to the amount of produce awaiting despatch at 
railway stations on 15th June and lying in bazars close to stations. The results of this are shown in 
the two statements, copies of which are attached, showing the amount of produce by civil divisions 
and by railways. They show that the weight of grain alone at stations on that date was 3,800,000 
maunds or nearly 140,000 tons. In bazars the amount exceeded 5^ million maunds or 200,000 tons. 
According to the latest information received there has been some improvement, but this is mainly 
due to the fact that owing to the weakness of the monsoon there has been a tendency to hold up the 
new crop. This will no doubt be counteracted by the news in the telegram issued by the Meteoro- 
logical Department on 11th July that monsoon conditions have now extended over practically the 
whole country. And that congestion still exists is shown by a report from the Commissioner, Jhansi, 
dated 8th July, which states that at Kalpi in the Jalaun district 173,500 bags, each containing two 
maunds of grain, were actually counted, chietty in the bazar. 

“ 5. His Honour wishes to lay stress on the fact that in spite of the special circumstances referred 
to in para. 3 the traffic offering in the present year is a fair guide to what may be expected in the 
future. 

» • « • « 

“ The province has now (1912) recovered from the efl’ects of the three bad seasons 1905-6 to 
1907-8. Fresh markets have been opened, and there is a greater demand for the export of certain 
kinds of produce. The cultivation in the submonbine tracts is extending, especially in the large 
areas lying between our boundaries and the Nepal hills. The Lieutenant-Governor anticipates that, 
given good seasons, the demands on the railways are not likely to be less in future years than in the 
present one. 

* • • • # 

“ I am to draw special attention to the statistics of gur (raw sugar). Nearly 45,000 maunds of this 
article were lying at stations on 15th June, while 188,000 ^more (including sugar) were waiting in 
bazars. The problem of improving the condition of the sugar industry is engaging the earnest 
attention of the Government of India and of Local Governments. In the Gorakhpur district the 
difficulties of disposing of the produce was so givatthat cane was actually grazed by cattle this year to 
avoid the expense of cutting and manufacturing. The Lieutenant-Governor has under consideration 
projects to assist the foundation of a modern factory in that district, and to establish there a farm for 
the propagation and distribution of improved canes. But such projects will fail at the outset if 
railways are unable to provide the necessary facilities for export to Western India, which is the chief 

market.” 


Embargoes 20. The meaning, in daily experience, of such defects as these, extending over a 

on traffic*. series of years, will be more fully appreciated from a perusal of the statement given 
in Appendix No. 1 of the traffic restrictions in force on the principal railways on the 
1st April 1921. There were scores of embargoes all over the country, affecting all 
classes of traffic, and many of them of long standing. The Committee, of course, 
i-ecognise that some of the restrictions enumerated exist for reasons other than the 
inadequacy of railway equipment, but the greater number, and the most important, of 
them are unquestionably due to the absence or inadequacy of facilities and rolling- 
stock — the result of insufficiency of funds. We quote the following examples as being 
specially noteworthy : — 

Burma Railways. — There id a general ehortage of stock and consequent difficulty in meeting 
demands for wagons. 

'East Indian Railway — the acceptance of all goods traffic was suspended from the 24th March 
1921 to stations on the Bengal and North-Western Railway via Mokameh Ghat, and frqin^ 
the 29th March 1911 to the OuUh and Rohilkhand Railway vid Moghal Serai. 

Bengal-Nagpur Railway. — Capacity is inadequate in general, both as regards rolling-stock and 
other facilities. 



South Indian Railway. — There are 11 specific leslrictions in traffic, via the principal junctions, 
affeetinj? both local and throujjh traffic. 

Great Indian, Peninsula Railway. — Inwards traflSe from the East Indian ; Bengal-Nagpur ; Bombay, 
Baroda and Central India ; Madras and Southern Mahratta ; Nizam's Guaranteed State : and 
other railways is restricted at 15 junctions to from (500 to ilO wagons daily. Lociil traffic is 
also severely restricted, 

Bombay, Baroda and Central India Railway. — Numerous restrictions are specifically ascribed to 
such causes as want of tmnshipment facilities ; insufiiclent locomotive power ; and paucity 
of wagons. 

Jodhpur Bikaner Railway. — Traffic t^ia Kuchaman Road is limited to one-half of what could be 
accepted were it not for the coal shorttige. 

North-Western Railway. — To accommodate the passenger traffic offering it would be necessary to 
run four additional mail trains and 55 additional passenger trains on various sections. 1 he 
existing restrictions are due chiefly to a shortage of coaching stock. 

27. It will be remarked that the evidence summarised in this chapter relates to 
the railways of the north equally with those of the south, of the east as of the west ; 
that the tale of inability to cope with the traffic relates alike to lines managed through 
companies and those directly administered by the State; and that many of the 
complaints made date from long before the war period, though they have naturally 
been intensified by the abnormal conditions of recent years.^ Congestion at some 
time or at some place is a commonplace of railway management in every part of the 
globe. But ill India for years past it lias recurred each season ; it has now become 
normal and will become permanent unless bold measures are taken to deal with the 
situation. 

^ It is fair to say that during the war the congestion has been heightened by the transfer of coal 
traffic from water carriage to the railways. In the pre-war year 1913-14 the freight ton mileage of goods 
traffic was approximately 15,623 millions. In 1918-19 the figure had risen to 22,140 milliops, repre- 
senting an increase of 42 per cent. For coal alone the ton mileage increased dunng the same period 
from 5,203 millionus to 9,987 millions or by 92 per cent., and the carriage of coal monopolised practically 
one-half of the broad gauge stock. This sudden and unexpected increase in the coal traffic was laigely 
due to the complete cessation of coastal shipping services 


Conditions 
described 
neither new 
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CHAPTER JII. 


Finance and Financial Control. 

28. The defects mentioned in the last chapter are due primarily to the failure of 
Government to provide the railways with adequate funds for capital expenditure on 
development and extensions, and even for the essential operations of renewal and 
repairs. 'They are the inevitable results of a paralysing system which has not been 
adapted and developed to meet the requirements of what is essentially a commercial 
enterprise of the first magnitude. 

29. As to the necessity for great liiiancial reforms, the evidence placed before the 
Committee is practically unanimous. 

.*30. Witness after witness told us that the present linancial methods need drastic 
revision, and that the basis of the reform is the complete separation of the railway 
budget, in respect both of capital and revenue, from the general budget of the 
couS:ry. The Associated Chambers of (.’ommerce of India and Ceylon expressed the 
general opinion in the following resolution, which they passed at their annual 
meeting held in Calcutta on the 24th and 25th January 1921 : 

“ That this Association is strongly of opinion that the present method of 
financing the annual capital expenditure programme of railways in this country, 
and the general system of control exercised by Government over their adminis- 
tration, are in urgent need of revision and reform. This Conference further 
considers that, as an essential condition precedent to such reform, immediate steps 
should be taken to render the railway administrations independent of the 
provisions of the general budget and to secure for them a separate budget of 
their own.” 

31. This resolution under both its heads embodies conclusions at which we have 
indepenchmtly and unanimously arrived. To explain our reasons, it is necessary to 
describe the system that has hitherto prevailed and the results to which it has led. 

32. The financial methods of the Government of India are closely modelled on their 
English prototype. The English Government, as is well known, does not present a 
balance-sheet tWiparable to that of an ordinary business. The Budget is merely 
what an accountant would call a cash statement. It is on the one side a summary of 
the actual money received, and, on the other side, of the actual money paid out, 
duriu" the financial year. It takes no account of monies receivable on the one 
hand "nor of accounts d\ie on the other in respect of ti-ansactions closed within the 
current year. Further, the Budget appropriates to each Department of Government 
a certain sum ; and whatever -portion -of this appropi-iation is not spent within the 
year automatically lapses, and the power of the Department to spend only arises 
afresh when a new appropriation for the ensuing year is made. We need hardly 
emphasise the difference l)etween this system and the methods of a commercial 
company, which tate stock of the position year by year in its revenue account 
and balance-sheet. fX company treats its business as a continuously going concern 
with a carefully thought out programme, both of revenue and capital expenditure,^ 
for years ahead, and with provisional financial arrangements calculated to correspond. 

33. The total Budget receipts of the Indian Government for the year just 
closed, leaving out railways, were in round figures 180 crores^ of rupees ; the 
revenue receipts of the railways were Rs. 82 crores. In other words, the railway 
receipts were nearly half as large as all the other items of receipts in the Budget 
put together. And while the receipts Irom ordinary taxation vary only slightly and 
slowly *from year to vear — unless of course old taxes are reduced or abolished or new 
taxes imposed, the effect of which is readily calculable in advance —railway receipts 
vary abruptly from time to time in accordance with harvest results and trade 
fluctuations. And alongside of the increase or decrease in traffic which the gross 
earnings connote, comes usually a smaller expansion or contraction of working 

1 One hundred thousand rupees (written Rs. 1,00,000) = one lakh. Teti million rupees (written 
Rs 1 00 00 000) = 100 lakhs = 1 croi'e. The rupee par of exchange was till the war Is. 4d., i.e., Rs. 
1 lakh equalled 6,666L ; Rs. 1 crore equalled o66,000L In 1919 the exchange value of the rupee ran up 
at one time as high as 2s. 112. At the time of writing it is about Is. 3f2. For the purpose of this years 
BudgeHhe Indian Govei-nment is assuming the figure of Is. 
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Expenses. Consequently the railway net receipts, i.e.^ the money left after paying 
working expenses, fluctuate from year to year. The following table shows the gross 
receipts, working expenses, and net receipts of the Indian railways back to the year 
before the war : — 

Table showing Cross Uecelpis, Working Expenses and Net Beceipis — Utale Railways 
{worked hy the State and by Companies). 



Gross i‘eceipts. 

Working expenses. 

Net receipts. 


Rs. crores 

ils. crores 

Rs. crores 

1013-14 

56-32 

29*36 

26*96 

1914-15 

54 -16 

29*53 

24*6)3 

1915-16 

57*26 

29*53 

27*73 

1916-17 

62-95 

20*97 

32*98 

1917-18 

68*92 

3 1 * 36 

37 * 56 

1918-19 . - 

76*26 

37*08 

39*18 

1919-20 

79*06 

45*52 

33*54 

1020-21 (estimate) - 

81*32 

54*22 

27*10 

1921-22 (estimate) - 

87*06 

58*70 

28*36 


34. Now, it is the prime duty of the Indian (Jhancellor of the Exchequer, the 
Finance Member of Council, to balance his Budget. In times of bad harvests and 
bad trade receipts fall off. The Finance Member is constrained to economise. He 
cannot reduce the army or the civil services wholesale at short notice. Nor can he 
refuse to pay railway wages or to provide currently consumable stores. He can and 
does curtail his appropriation to railways for renewals and betterment wor^s. And 
he cuts down still more drastically expenditure on new works and extensions, even 
though they may be in process of exe(;ution. The Mackay Committee of 1907 
considered that the Government should fix periodically a standard of annual capital 
expenditure which at that time they thought might be taken as 12,5()0,000L — 
Rs. 18*75 crores,^ and they laid stress on the desirability of Government adopting a 
steady annual rate of expenditure which they might reasonably hope to maintain even 
in times of difficulty. In practice the Government did not see their way either to 
attain the modest standard recommended by the Committee* or to adhere over a 
series of years to any uniform rate, as is seen from the following figures at which 
the capital programmes from 190d-09 were fixed: — 


Year. 

Capital 

Yenr. 

Capital 

Year. 

Capital 

programme. 

pi'ognimme. 

programme. 


Rs. crores. 


Rs. crores. 


Rs. crores. 

1908-09 

- 15*00 

1913-14 

- 18*00 

1918-19 

6*30 

1909-10 

- 15*00 

1914-15 

- 18*00 

1919-20 

- 26 * 55 

19HMJ 

- 16*30 

1915-16 

- 12*00 

1920-21 

- 21*98 

1911-12 

- 1 4 * 25 

1916-17 

- 4*50 

1921-22 

- 17*82=* 

1912-13 

- 13*50 

1917-18 

- 5-40 




35. It was of course inevitable that the outbreak of the uar sliould lead to a stoppage 
of railway development, but the failure to which we refer to carry into effect either 
of the recommendations of the Mackay Committee is sufficiently obvious from the 
figures prior to 1915-10. 

36. The effect of tliis policy of inadequate allotments, varying irregularly up and The system 
down from year to year, would have been bad enough in any case. But it is made worse of “ alfot- 
when, as not infrequently happens, the allotment is suddenly cut down during the ” 
currency of the year to which it relates, and works in progress are suspended, staff are 
disbanded at a moment’s notice, and materials are left lying on the ground for an 
indelinite period. An almost equally bad effect is produced when late on in the j^ear, 

the general financial position having unexpectedly improved, the Finance Member 
with equal suddenness lifts his hand and thus encourages the railways to spend 
more freely. For then, in fear of the guillotine of “lapse” which must descend on 
31st March, in eager haste the railwa.y officials start to spend, with inadequate staff 
and hurriedly collected materials, the money unexpectedly thrust upon them. 

’ I'he evidence of Lord Inchcape before us in London is intei’esting in this connection . — 

“ What we W'ould have liked to have done would have been to have spent not 12,500,000/. — 

Abi'ahains cut me down, you will I'emember, lie was the Financial Secretary hei*e — we would like to 
have spent 20,000,000/. if wo had had our way. I did not like to press him too much, he was inoi-e or 
less responsible as Financial Secretary to the Secretary of State.” 

* Includes a sum of Rs. 2 * 82 crores to cover loss by exchange. 
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Its pi’aetical 37. A good instance of the unhnsinesslike system of doling out funds for railway 
effect. capital purposes, as and when there is a little money to spare, is afforded by a letter 
sent by the Railway Board to the Great Indian Peninsula Railway Company in 
December 1920. It runs as follows : — 

“ I am dii'ected to infoi*m you that five lakhs have been allotted in the six months’ estimates with 
a view to making a commencement on the constmction of the Warora-Pisgaon Railway fivm Majri 
to Rajur. 1 am to request that you will make arrangements for construction to pi-oceed as quickly 
as possible with preliminaries up to the limit of this allotment. There is no expectation at present 
of any money being available for this line in next year and work may l»ave to be temporarily 
suspended.” 

Our attention was drawn by the Company’s Agent (see Volume III., para. 5298) 
to the unreasonableness of thus granting money a few months before the end of the 
year, when there was too little time to spend it advantageously ; and to the unwisdom 
of proposing the coininencement of a railway when the prospects of being able to 
continue it were so uncertain.* 

38. Another example on a larger scale is afforded by the history of the 
Itarsi-Nagpur Railway, '^i'his line is 238 miles in length ; it presents no serious 
engineering difficulties ; and its importance as a new connection from north 
to south is not disputed. Its construction was begun in 1908. It is not yet 
completed. Apparently construction was about half finished in the six yeai’s before 
the war ; even during the war it was not wholly suspended, and since the war it 
has been taken up again. For the current year an allotment of Rs. 10 lakhs, say 
66,0001., has been made. We were given to understand that, if everj^thing went well, 
and allotments continued to be made as at present the line would be opened for 
through traffic in 1925 or 1926, 17 or 18 years after construction was begun. The 
total cost of the line will then be Rs. 4| crores out of which Rs. 3:| crores will be for 
actual construction and Rs. il crores for interest on the capital which lay idle while 
the line was still under construction. 

39. We need not here enlarge further upon the practical effect which the present 
system of financial control has produced. The evidence which we have suiimia vised 
in Chapter II. is sufficient. We now proceed to describe in detail the mechanism 
through which this control operates. 

40. The administration of each railway, whether worked by the State or by a 
Guaranteed Company, submits each year to the controlling authority, the Railway 
Board, two sets of statements. These overlap and are to some extent combined in 
the same printed documents, but can best be considered separately. 

“ Pro- 41. First there is a statement relating both to Programme ” Capital Expenditure 

■grammes.” “ Programme ” or “ Special ” Revenue Expenditure which the Agent of each 

railway is required to submit to the Railway Board in or about the month of July 
in each year. This is known as the ‘‘duly Forecast.” It is a provisional combination 
of the two programmes, and sets out the amount the Agent desires to have allotted to 
him for expenditure on renewals, betterments, additions and extensions during the 
year commencing on the following 1st of ApriL This statement has to specify 
scjparately all works estimated to cost more than Bs. 25,000 (say l,650i.). 

42. Nominally, this “ Programme ” deals not only with the ensuing year, but with 
the two years next following it. But the figures for the latter years are practically 
meaningless. The Agent has not attempted to make them accurate, for he knows 
that circumstances over which he has no control will entirely alter conditions before 
his forecast can possibly take effect. This system of forecasting for three years ahead 
was introduced in 1904. It was in the direction of an improvement evidently 
desirable. At that time people were sanguine enough to imagine that it 

* Compare also the evidence of Mr. Nolan, Acting Agent, Assam Bengal Railway, who, refeiTi’ng to- 
the inadequate provisional allotment of Rs. 25 lakhs to his line for capital expenditure in 1921—22, said^ 
that in consequence of this he had had to cancel many of his requisitions for stot'es and had telegraphed, 
to his Board of Directors to cancel certain contracts if possible. One result would be that some 
Rs. 48 lakhs worth of rolling-stock materials from England would lie idle for want of about Rs. 8 lakha 
for the cost of ei’ection in India. (Para. 4569, VoL III.) 

Colonel Cameron, Agent of the Eastern Bengal Railway, gave similar eyidenoe. He observed that 
dependence, on the general financial jmsition of Government from year to year causes embarrassment, 
money sometimes not being available when required and at othei* times being exUiavagantly expended in 
a rush tp avoid a lapse. He told the Committee that at the time, of his evidence there was a certain 
amount of rolling-stock due for I'eplacement, a number of engines had been ordered from, home, but owing 
to the difficulty of financing the payment for them he had suggested their being transfemd elsewhere, 
(Paras. 3885 and 3959, Vol. III.) 
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would be possible to secure some continuity in Indian railway financial policy 
under the existing system. That hope having been su])sequeutly abandoned, the 
second and third year forecasts, though the figures still continue to be insei-ted in 
order to comply with regulations, are treated by both sides as negligible. The 
Railway Board ignores them ; and we need not refer to them further. 

43. The Programme of which the July Forecasts may be regarded as the first 
edition deals with an expenditure apart of which is for renewals, apart for betterments, 
and a part for additions and extensions. It is in the main a programme of capital 
expenditure, but is, in fact, a programme in which Revenue and Capital expenditure 
nre closely associated. If 10 miles of 75 lb. rail is taken up and replaced with new 
75 lb. rail, the whole is obviously a charge on Revenue. If, on the other hand, when 
the 751b. rails are taken up, they are replaced with new 901b. mils, the extra weight of 
rail, lieing an addition to the assets of the undertaking, is — from the strict accountant's 
point of view —a legitimate charge to Capital. If an engine or a carriage or a wagon 
is replaced by a similar one, the whole cost is chargeable to Revenue. If a more 
powerfid engine, or a larger vehicle, is provided in substitution, the cost of the 
♦extra tractive power, or the greater capacity, can be legitimately debited to Capital. 

44. We now return to the histary of the July Forecast as submitted ])y the Agent. 
It by no means represents all the money which he thinks he ought to spend on his 
railway in the coming year, though it will certainly represent a larger sum than, 
judging by previous experience, he has any hope of getting. The Agent's demand is 
kept down not only by his feeling that it is useless to ask for the unattainable, but 
also by his knowledge that, in default of a settled programme of uninterrupted 
construction resting on secured finance, his power of spending is restricted to that 
with which his existing engineering organisation can cope. 

45. Shortly after sending in his Forecast in July each Agent fellows it to Govern- 
3nent headquarters and discusses it with the Railway Board. In these discussions the 
Railway Board arrives at a preliminary agreement with each Agent as to the sums which 
might reasonably be allotted to him for expenditure in the ensuing financial year on 
(a) Capital Account (this includes the whole cost of new works, and such portion of 
the cost of substitutions or replacements as represents betterments and additions) ; 
and (6) Revenue (Programme) Account (this includes so much of the cost o£ such 
works of renewals and replacements as is chargeable to Revenue, but excludes all 
revenue expenditure of the nature of wages, current woi'king expenses and ordinary 
day-to-day repaij’s). 

46. The Railway Board, having before it all the Forecasts as amended — the 
amendment is always in one direction, downwards — in these discussions, is now 
in a position to add them up, and to place before the Finance Department the 
consolidated estimate of the railways’ Capital and (]h*ogramme) Revenue requirements, 
and to ascertain to what extent the Finance Member considers himself likely to be in 
a position to supply the requisite Rinds in the ensuing year.' 

47. The Railway Board, having found, let ns say, that the Agents' total demands 
reach Rs. 30 crores for Capital and Rs. 11 crores for (Jhogramme) Revenue 
Expenditure ; having itself in discussion with the respective Agents reduced the 
figure, to say, Rs. 28 crores and Rs. 10 crores respectively ; and being advised that the 
Finance Department is not likely to find more than Rs. 20 crores for Capital and 
Rs. 8 crores for (Programme) Revenue Expenditure, again re-examines the K^recasts 
and thereupon intimates to each Agent, about the month of August, the extent to 
which it now hopes to be able to meet his requirements, and instructs him to revise 
his programme of works on this basis.'' 

^ W© ai-e describing the procedui’C now in force. The Railway Board infoiraed us that the practice 
prior to 1920-21 was to inform the Finance Department of the total demand by milways before details had 
been serntinijsed, and subsequently to go thiwgh the programmes and reduce them to the limits 
prescribed. 

‘^We endeavoured to ascertain whether each Agent's demands suffered a p)o rata reduction, or 
whether, on the other hand, prtority was conceded as between one undertaking and another for the most 
urgent works. We w^ere told by well-informed witnesses that, if a community is more than usually 
clamorous, if a district is easily accessible from Delhi, or even if an Agent is more than usually 
persuasive, that community, district, or Agent tends to get an unfair share at the expense of the others. 
The members of the Railway Board, on the other hand, were of opinion that, as in fact no project over 
i^acbes the stage of having a prospect of money forthcoming for it till it has been discussed and 
j^-discussed for a long seines of years, they were in a position to decide with reasonable certainty as to 
tne i;e8peotive urgencies of priority. In view of the Railway Board's lack of machinery to keep them in 
ioueb with local conditions, a point with which we deal at length elsewheie, we think their opinion eiTS 
An tbe side of optimism. 
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48. A consolidated triennial railway programme of capital expenditure is at this 
stage compiled by the Railway Board, by combining the accepted portion of the pro- 
gramme for new works with the Capital figures associated with the Programme 
Revenue Expenditure, It is submitted to the Secretary of State for his approval by 
the Government of India under cover of a Despatch, sent by mail usually in November, 
in which they explain the considerations which have influenced them in determining 
the total amount, and in which they set out their proposals for financing the proposed 
expenditure. 

49. Subject to any special modification which the circumstances of the particular 

year may necessitate, the programme is usually approved by him, and the figures in 
it are thereafter in due course incorporated in the regular budget documents. As 
soon as the Seoretary of State’s cabled approval has been received, the Railway Board 
conimunicates to each railway Agent the Provisional Grant, that is the sum which he 
may expect to have placed at his disposal in the ensuing financial year. It will be 
observed that this grant is provisional only ; that it is made about four mouths before 

the commencement of the financial year to which alone it applies ; and that money 

allotted, for expenditure, as we liave said, “lapses” at the end of the year for which 
it is granted. But important works, renewal of bridges, doubling or electrification of 
lines, remodelling of stations, &c., cannot possibly be completed within the year; and 
rolling stock, and especially locomotives, ordered in England, particularly wdiere 
new designs and working drawings have to be got out, can hardly be delivered 
within the same period.^ 

50. Finally, in the last week of March, a few days beibre the new financial year 

begins, the Capital Grant, also called the Final Allotment, for that year is definitely 
made to each railway. The grant mayor may not be the same as the provisional 

grant of the previous December. It may be expected to differ very substantially 

from the preliminary verbal agreement with the Railway Board in the autumn, and to 
have even slighter connection with the Agent’s forecast of his actual requirements 
made in the previous July. 

51. We giv^e in tabular form the various stages of the process in respect of the 
Capital Grant for the year now current as well, for comparison, as for a jire-war 
year. It should be premised that the Agents had been warned at an early stage 
ihat the amount of capital available during the year J 921-22 was likely to be very 
seriously restricted, and that therefore their demands as set forth in the July 
Forecasts were already restricted to what each regarded as absolutely essential : - 


— 

Year 1913-14. 

Year 1921-22 


Rs. 

Rs. 

Amount asked For by railuavs in the forecasts submitted in duly 

19.98,38,000 

35,70,00,000 

of the jireviuii.s year. 

Amount approved by the Railway Board, in August 

19,98,38,000 

28,00,00,000 

Amount provisionally accepted by the Finance Department, in 

18,75,00,000 

12,00,00,000 

August. 

Budget Allotment (end March) ----- 

18,00,00,000 

17,82,00,000* 


52. On receipt of the final allotment each railway draws up the “ final issue ” of the 
Budget estimate, showing in detail each work individually costing over Rs. 25,000 
(say l,650L) and submits it to the Railway Board in the course of the following 
month. 

53. The Treli in inary Revenue Estimates for the ensuing financial year are not 
submitted by the Agents till about November of each year ; they comprise forecasts 
of the probable receipts from traffic under various heads and of the probable 
expenditure which will be necessary to earn them. Salaries and wages, consumable 
stores, and day-to-day repairs are the main items of what are usually called 
the “ordinary working expenses,” and to these is added the figure which, 
as will be seen from the x>i'evious pages, has independently been accepted as the 

^ In the case of expeiiditwve iii Kiiglaticl thei’e has grown up an elaborate system of “ advance 
indents,” in effect orders for goods which it is expected will not be delivered and be paid for until the 
grant for the succeeding year has Ixseu determined. This system we do not think it necessary to discusa 
in detail. 

*It will be observed that in the figures for the current financial year the budget grant is considerably 
greater than the amount at first provisionally approved by the Finance. Department. In the inteiwal 
some railway agents had protested tliat it would be impossible for them to carry on without more money. 



probable /a^raut oji account of ** Special ” lleveuiie Expenditure. This estimate, 
dealin/a: as it does mainly with figures of receipts and expenditure that necessarily 
continue year after year, is normally accepted without much discussion by the 
Railway Board, 'hhe combined revenue estimates of all the railways are then 
forwarded to the Finance Department in December for inclusion in tlie I3udget. On 
the basis of the estimates thus submitted the final budget orders are issued at the 
end of March annually. Each railway administration lias thereupon to prepare and 
submit detailed and voluminous ‘‘ Establishment and Authorisation Rolls*’ covering 
the whole of the expenditure chargeable to revenue, in agreement with the grants thus 
fixed for what has now become the current financial year. It has been made ground 
of complaint that the Finance Department sometimes alters the revenue estimates when 
submitted to it. Tlie reply is, we think, adequate : that the officials of the Finance 
Department, with their long exx>erience, their access to past records and to statistics 
and information obtained from many quarters and in many ways, are able to make a 
better estimate of future probabilities than any individual railway Agent. We do not 
think the existing practice in this matter, except that an unnecessary amount of detail 
is required, is any hindrance efficient railway management. After all, the Finance 
Department only calls for revenue estimates such as would naturally be prepared for 
the use of the governing body in any commercial concern. 

54. Apart from the successive stages of discussion and estimating already indicated, 
there are fre([uent revisions and reviews of the figures anti estimates, which are 
necessitated mainly by the inclusion of the railway figures in the general budget of 
the country. The grants intimated to the railways at the end of March, that is just 
before the eoinnionconient of the year to which they relate, are far from being “ final 
except in name. Cdianges arc frequent throughout the year ; they are sojnetimes 
necessitated by developments in the raihva}^ position which lead to increased demands 
which could not have been foreseen, or to surrenders of funds which for one reason 
or another it has jproved impracticable to spend advantageously within the period 
covered by the grant. But they are also occasioned by considerations of a quite 
extraneous nature ; grants ina}’ be cut down during the year because the Finance 
DexMirtmeut has to meet increased demands from other dexiartmeuts, or they may be 
increased nne.xpectedlv at a late stage in the vear because of some unforeseen 
windfall.! 

55. The question of “ lapse ” was fidly discussed by the Mackay Committee in 1008. The system 
They came to the conclusion that the objections taken to tlie system were largely due of “lapse.” 
to misconception. The}" pointed out that, if to a certain railway there had been 
allotted during a given financial year the sum of, say, lls. 100 lakhs for improvements 
and extensions, and of that sum only 80 lakhs had actually been spent, technically 
the 20 lakhs would lai>se. But they thought that the resources of the Government of 
India at the opening of the new year would have been increased by this 20 lakhs 
surplus from the preceding year, aiul that they would thus bo able to allot to the 
railway for the ensuing year 20 lakhs more than they otlicrwise could have supplied. 

The reply is obvious, not otdy in theory, but on the basis of actual experience : the 
20 lakhs may be re-allotted to the same railway, or may be allotted to another inilway, 
or may not be allotted to railways at all. 

50. The Mackay C’ommittee accepted the system of lapse as unavoidable, summing 
up the whole case in these words: — “The whole arrangement works back to the 
“ fundamental principle that the Government of India provides as much money in 
each year as it possibly can, all things considered, for expenditure on railways, 

“ and distributes that money in the way which it conceives to be most advantageous 
“ for the country as a whole.” 

57. If the matter were purely one of finance we should hesitate to disagree with 
the opinion of so authoritative a Committee. But we would observe that the Mackay 
Committee was appointed to report not on Indian Railways, but on Indian Railway 
Finance and Administration : and that it did not include among its members anyone 
with experience of practical railway management. 

58. In the circumstances it is perhaps permissible to say that the Committee was Need for 
appointed to consider, and did in fact consider, not so much what form of financial I’adical 
administration was best adapted to the needs of a great commercial enterprise, as 

" We can liardly expect that this necessarily brief summary of an extraordinarily complicated 
system will be sufficient foj* readers who desire to uiidei*stand it fully. A valuable and exhaustive 
statement, marked Statement No. 57, furnished to us by Major-General Sir Henry Freeland, Agent of 
.the Bombay, Baroda and Central India Railwa}', and formerly a temporary member of the Railway 
Board, will be found at page 197 in Vol. IV. 
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liow best railway management could be fitted into tlie rigid framework of the 
e^cisting financial system of the Government of India. VVe have said that we do not 
believe that it is possible so to fit it. [We do not think that the Indian raibvays can 
be modernised, improved and enlax*ge37 so us to give to India the service of which it 
is in crying need at the moment, nor that the railways can yield to the Indian public 
the financial return Avhich they are entitled to expect from so valuable a property, 
until the whole financial methods are radically reformed^ f^nd the essenc e of thia 
reform is contained in two things : fPjfche com plete separationof ^e Itailway^^ Budget 
froirTtlie genefaTirndg e t of the coiiMry, and its je^onstructiOn in a form w HicK frees 
^ gr eat coinni ercia l business from th^tr ammels oTT sy stem which ass^ies tTiat the 
concern _goes _Qiit._^ business on each ^ Is t oF March mid recommences de novo on 
the 1st of April ; and ^2)_fhe e mancipat i on of the ra ilway management from the 
contro l of the h'iiia nce Department."*^ The primary function of any such De^paftmefit 
is to^’educe to YrnunTmum expend itnre in order to keep at the minimum the corre- 
sponding taxjitioii. JDta...,o fficials are not qualified either by training or experience 
to judge the ess eutlal ly^oinmercial and technical questioii where and when the 
circuiustances'of^ i railway nndertaklngpistiTy bol d expen di ture of Tar^ sTi ms7 having 
re^FcTiibt liierely' f oThe'irrttial: conditions bT’the ]piysical machine at theTn6ihenI7~b^ 
to the prospects of development and the requirements of the future. 

50. We think that the sentence which we have quoted above from the Report of the 
^lackay Committee, to the effect that the Government of India provides all the money 
it can and distributes it in the manner which it conceives to be most advantageous, is 
based on a misconception of the real i^osition. Jt confuses two different thing s : the 
functions of the G aYjenunent n s a Gqvernment. and the functions of the Govern inenr as 
t jm owner of a grea t com mercial Lin cfer taking A~'GoverniTfYent^“n:s~"a Ijldvenmieirt 
always has before it many objects lor^whiclT it would gladly spend money were the 
money available. Ko one will question that the expenditure of large sums on, for 
instance, sanitation and education would be greatly to the benefit of the people of 
India. Neither of these services are, however, directly remunerative. Their cost can 
only be met by taxation. The question for the Government is whether, especially 
having regard to the attitude of the taxpayer, the object is so essential and so urgent 
as to justify the imposition of new taxation. The railways are in an en tirely different 
j)osjtion._ III ig JU) (][ uest ion pf^ iiew tac tion . It is merely a question oT~ alfo vvTn^he * 
r ailway undertakin g “to finan ce itFown requ irements dUt of its~dwn~ re^urces and'^t 
itsr~own time. Tliere lias 1)6*011 iio need tor many years past to call upon the 
taxpayer to come to its assistance. On the contrary, year after year the railway 
revenues have 5^n app lied fo r h i s relief. Since the beglhmhg~~df the prese^ 
century the Finance Member has always bmlgeted for a considerable contribution 
from the railway net revenues towards the general expenses of Government. Of 
recent years that contribution has been quite large. In his budget speech of March 
last the Finance Member complained that for the current year the contribution would 
be only Ks. 4 crores, which he ,said would not be sufficient. This contribution, be 
it observed, is made by the railways after they have paid their own working expenses, 
full interest on all debt outstanding on their account, and the further sum of about 
Rs. 1 crore per annum in redemption of the principal. 

60. To say, as the Mack ay Report does, that the Government provides such 
money as it possibly can is to confuse the issue. Had the Railw ay Budget been 
separate from the general Budget when that Rgportwas wijtjen^ tE er^ 
been no^ difficulty in prm^ding all thfl^.inoney thenraHwa^ need ed on terms which 
would have s ecured for them a handsome profi t after paymen t oF interest on the 
loan . And itiT" pmvIsion~w6uliT liav^Uone nothing toTcheck, would indeed have 
done much to promote, the growth of the ordiuary revenue of the Government available 
for s uch purposes as sanitation and education.^ The Indian Government is now 


' The folio wiiiff extract is from a stmtement submitted to the Committee by a very expeinenced 
ofl&cial, Sir Reginald Craddock, now Lieutenant-Govemor of Burma : — 

** During the decade preceding the war the various Fifiance Ministers of the Government of India 
found themselves with large surpluses from which, after making liberal grants for education and 
sanitation, they still had large balances left which they disposed of by the remission of taxation. To my 
mind tliey would have done very much better for the country if they hail devoted those surpluses to 
railways and in-igation. Windfalls of this kind could best be utilised on works of capital coustruetioxi^ 
which will add to the resources of the country, from which resources again impixivements in education 
and sanitation of a recurring nature can best be carried on. If you have a tract of country which is 
thinly populated and poor, but which admits of great improvement by means of railways and irrigation, 
you will have far greater success with your education and sanitation if you first devote your resources tt> 
the material improvement of the backward tract. To put it somewhat crudely, you must fill thestotnaoha 
of the people, and then you will have much greater success iu filling their 



cjompelled— the fiirthor postponement of expenditure being impossible - to pay as 
high as 7 per cent, for money which before the war could have been had at or under 
4 per cent. 

61. Wo have traced, from the point of view of the Agent entrusted with the 
management of a great commercial undertaking, the system, and its annual progress 
of steady diminuendo from the least sum that is commercial!}^ reasonable through the 
various reductions made by the Railway Board and the Finance Department, 
culminating now and then in a crescendo of hasty spending to evade lapses. ()ii tlie 
face of it. it does not look businesslik e. What it means in practice to the pnldic, 
which railways exist to serve, has been seen in the particulars set fortii in Chapter JI. 
of this Report. 

Q2, We cannot but feel that the authorities ultimately responsible for Indian 
railway finance — how far that responsibility was located in Whitehall, and how far 
in India, we cannot say — have entirely failed to apprecinte^ the pnHttiniL.r)f the Indian 
j’ailways as a commercial undertaking. The owner of a factory, with a record of 
miccesi^ehiud itrivTI^ his entire output reduced and slowed down for lack 
of a certain new machine costing, say, I0,0()0Z., and refused to buy this new machine, 
saying he could not raise more than 3,000Z. to pay for it except at a rate of interest 
to which he was unaccustomed, would ere long find himself in the Bankruptcy 
Court. And his fellow business men would say he had deserved his fate. This 
is in effect what has been happening in India from a date long before the war. 
With this difference: the manufacturer only brings down a single factory. The 
Indian case is that railway undertakings, in which a great capital lias been invested 
all over the country, have been held up for lack of the relative!}’ small new inVestment 
in new machinery required year by year to make the whole of the plant efficient 
and economically productive. And there is another difference. If the single factory 
goes down, the customers can go elsewliere to fill their wants. The unfortunate 
customers of the Indian railways have nowhere else to go to. They merely suffer. 
They are ceasing to suffer in silence. 

63. How Jiinch the economic development of India has suffered, not from hesitation 
to provide for the future — no attempt has been made to do this — but from the utter 
failure even to keep abreast of the day-to-day requirements of the traffic actually in 
sight and clamouring to be carried, it is impossible to say. Had the Government 
thought fit to borrow money even at a rate considerably higher than the rate of net 
return that the railways could earn on it, we believe its action would have been 
abundantly justified.^ But in fact the Indian Government never needed for many 
years previous to 1914 to face this position. A reference to the curve of net revenue 
given ill the’ Administration Report on Railways in India will show that, though in 
the earlier years the interest on railway capital had to be met partly out of taxation, 
for the last 45 years the net earnings of the capital invested in Indian Railways has 
never sunk below 4 per cent. For the last 2^0 years it has only three times sunk 
below 5 per cent., and this result was attained though a substantial sum had been 
charged against revenue for repayment of capital and in spite of the fact that a not 
inconsiderable part of the total mileage had been built not on commercial grounds 
but for strategic purposes. Now the average rate payable by the Government of 
India on this borroweii money is about 3| per cent. We are unable with these 
figures before us to find any justification for the policy which has been persistently 
pursued of starving the development of Indian Railways. 

64. Evidence was given to us from various quarters tending to show the indirect 
benefits to the economic development of the country — and this must always imply a 
corresponding increase of taxable capacity — to be obtained from extension of railway 
facilities. We have endeavoured to obtain from Land Settlement officers in different 
parts of the country precise figures on this point, not, however, with much success. 
When conditions change in the 20 or 30 years’ period between one settlement and the 


* We give extracts from Ijord Inches pe’s evidence before us on this point : — 

“ I forget what the rate of interest was 13 years ago, probably 3^ or 4 per cent. We advocated, 
if I remember rightly, not to stick for 1 per cent, but to get the money and invest it in. the railways. 
. . . We said, ‘ Gfet your money if you are going to pay another 1 or IJ per cent, for your 

xuilways.’ ” 

Q, “ You still hold to that view ? — A. I am a little doubtful now that it has gone up to 7^ or 
8 per cent. ... If I had a railway, and wanted the money, and saw the trade ihei’e, I should 
raise the money, even if X had to pay vj or 8 per cent.” 
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next, it is not easy to isolate a single cause and to say how much of the change is due 
to that single cause. But we give here not only such statistical evidence as we have 
been able to obtain, but also what is perhaps more valuable, the testimony of experienced 
oflBcials.’ 


Settlement Ctymmissioner and Director of Land Records, Bombay. 

In Bombay our land revenue was assessed almost before the railway was thought of and it 
was th»m assessed with reference to what was vaguely termed “ the profits of agriculture.” It 
is difficult to analyse rental value into its elements. The opening of new high roads still 
more of a new railway, brings the tract within the reach of markets from which it was before 
separated by heavy cost of transit. This will also send np the rents and increase the number 
of people willing to settle on the land, and encoumge them to apply capital and enterprise to its 
devidopment. The following lemarks apply to a few selected tracts 

In Bijapur District the railway was opened in 1881. The district had suffered terribly from 
famine in 1876-77, so much so that it was almost depopulated, and not enough people were left to 
recommence cultivation in 1877-78. Abuit 1881 several talukas^ were resettled, just before the 
railway was opened, though in the settlement proposals the fact, that the railway would be there 
was taken into account. For instance in Bagalkot, though its settlement was revised just after the 
big famine, the revenue increased 27 - i) per cent., and in the settlement of 11)14, 30 years after 
the opening of the railway, a further increase of over 23 per cent, was sanctioned. In the 
similar case of Hadami, tlie assessment was increased by 15 per cent in 1884, and again by 10 per 

cent, in 101.5. On the other hand — taking tainkas which are not afiected by the railway Sindcfj 

adjoining Bijapur, was first settled in 1874-76 just before the famine, it was revised in 1907 and 
found to be still very poor, and no increase was recommended. Similarly, the assessment of 
Muddebihal, another taluka without a railway, was revised after .30 years in 1908, and no increase 
was found }) 08 Bible. 

In the Dharwar District the railway was opened through Gadag talnka in 1884, and 22 years 
later the assessment was revised. In the c.ise of villages near the railway there was an 
increase of from 24-6 to 27-8 pep cent. The lion and Karajgi talukas were also affected by the 
Madras and Southern Afahratra Railway. In Ron the assessment was revised 22 years after 
the railway was opened, and an increase of 30 8 ]>er cent, was obtained. In Karajgi the increase 
after 33 jears was only 18-5 per cent., but in thin case a sulistantial part of the talnka lies a very 
long way from the railwaj'. In the Hangal and Kod talukas only those groups fairly near the 
railways were enhanced. 

There are, of course, instances in which tracts quite unaffected by a railway have been 
substantially enhanced, but there is no doubt that as a broad i)rinciple the advent of a railway 
is universally admitted to justify substantial increases in the rental value. 


Mr. Lloyd-Jones, Ayent, H.E If. the Nizanin (tnarauleed State Jtailicay. 

The total revenue of the Hy«lcrabad State has increased from 3} crores in 1899 to 6}> crores 
to-day. It is estimate<l that the indirect benefits accruing from the railway uccoinits for over 
1 crore of rupees per annum. Daring tlie same period the gross earnings of the railway has 
increased by 98 lakhs, approximately the same figure as tho estimated indirect benefit of the 
railway to the State. In one jiarticular district -Nanded — the land revenue has increased 
from 15.^ lakhs in 19(X) to 19.^ lakhs to-day ; this figure including only land revenue, not 
excise ami customs. The earnings of the railway stations serving this district have increased 
in the same veriocl by 9 lakhs. In addition to ihe land revenue of this area it is estimated 
that the Customs and P^xcise have certainly doubletl in the same period. It appears from these 
figures that the increase of Government revenue resulting from the railway is roughly equal in 
amount to the increase in the gross earnings of the railways. 


Mr. Townsend^ Director of Agi icnlture^ Punjab 

Tahsils* are reassessed to land revenue every 20 or 30 years. 

Number of Increase of land revenue at 

tahsils. last readjustment. Fxtension of railways. 
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- 10 
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- 


- 

- 

18 

- 10 
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than 

20 
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cent. 

29 

- 20 

per cent, and less 

than 

30 
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cent. 

22 
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per cent, and less 

than 

40 
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cent. 

3 

- 40 
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. 

25 

- Over 50 per cent. 

- 


- 

- 


No extension of railways between assess- 
ments. 

In extensions, in 13 no extensions. 

In 10 extensions, in 19 no extensions. 

In 9 extensions, in 13 no extensions. 

In 1 extension, in 2 no extensions. 

24 extensions, 1 no extension. 


The tahsils which show increases in assessment of over 30 per cent, are generally those in 
which canal irrigation on a considerable scale had been extended in the interval. In itself this 
is a more important factor in deciding what assessment land can pay than is improvement 
in railway facilities. But the latter comes high on the list of these factors. 

So far as these figures go, they certainly show that improved communications send up prices, 
thus causing the agriculturist to get a better price for his produce and to pay a heavier assess 
ment to Government. This is indeed a commonplace of revenue administration and reassessment 
in the Punjab. 


Sir Reginald Craddoch, K.C S.T., Lieutenant-Governor of Burma. 

The railways of India have conferred an immense benefit upon the people and have proved 
a very valuable asset to the State. The actual return wliich they have given in direct earnings 
upon the capital invested has been a very small part of the benefits enjoyed by the country as 
reflected in the revenue returns. 


Statements bearing 8i>ecially on this point will be found at pages 345 et seq. of Vol. IV. 
® Talukas and tahsils are both snb-areas of a district. 
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One has only to look at the eximnsion of the revenues of the country since railways wei^e 
constructed, and to imagine what would have happened if they had not been constructed, to 
realise this. 

In earlier days Government was somev/hat bolder than it is now in these matters, and there 
aie many important lines in India which might never have been constructed if the test had been 
the immediate net earnings of the project undertaken. 

Khan Bahadur Adarji Mancherji Dalai ^ Preddeut^ District Local Board, Broach. 

The Rroach-Jambusar Railway, which was built some six or seven years ago, after nearly 
40 years of pressure for its construction, resulted in a great improvement of land revenue, and 
trade has become much more prosperous in that part of the country through which it passes, 
while famine conditions are rarer. 

The Broich-Jambusar Railway was opened in 11)13-14 and it taps the talukas of Jambusar, 
Amod, Wagra and part of Broach. 

In all departments a noticeable an<l healthy advancement is made, such as income tax, 
excise, btain])s» land revenue, and area uniler cultivation. 

In regard to relieving distress during famines and scarcity years, comparative statistics are 
not available, but as I have been associated with campaign -i of relief measures since 1877-78 I 
can emphatically say that had this railway not been built the severe famine conditions of 
11)18-11) would have resulted in appalling mortality of cattle and human beings which was 
wholly absent — because of the facilities for transporting grass and fodder for cattle and food for 
human beings in this tract. 

In regard to vital statistics and sanitary improvement, reliable data are not available, but 
the impro' ement in the economic conditions of the people by facilities for quick locomotion has 
taught the people to avail themselves of medical relief. 

The Agent of the Assam-Benyal Railway. 

An examination of the graphs (not reproduced) for Chittagong, Xoakhali and Tipera 
districts, which are the moat important of those through which the railway passes, indicates a 
distinct rise in the revenue curve following the opening of the railway. In the case of the 
Sylhet and Cachar districts this rise is particularly noticeable and also in that of tl\o Sibsagar 
•district. 

Survey and Settlement Department, Government of the Centtal Province'^. 

A vise in the prices of agricultural produce, as a matter of coarse, always follows the 
opening up of a district by rail. 

Mr. D. M. Stewart, Deputy Comminsionet , Oorahhpui District, United Piovineett. 

I consider that a suitable standard of the benefit conferred by the railway construction can 
be obtained by a comparison of the rate of enhancement of revenue in the Northern as compared 
with the Southern and Central tahsils. Now, in the case of these latter, while the rate of 
enhancement is somewhat under -JO per cent., in the ease of the Northern tahsil the final enhance- 
ment of revenue is close on 70 per cent. The difference between the enhancement actually made 
in the Northern tahsil and that which vould have been obtained on the same scale as in the 
other two tahsils is no less than He. 130,000, and when other influences are eliminated it would 
appear that one would be justified in saying that the introduction of railway communications 
into the neighbourhood of this tract had certainly resulted in an enhancement of the Government 
revenue in this tahsil by not less than one lakh of rupees. 

Sir T. R. Wynne, Managing Director of the Bengal-Nagpia Railway ( 'ompany, and late President of the 

Railway Board. 

General revenues are largely increased by the indirect results of constructing railways in 
India. For instance, railway construction increases the sale of salt, which brings in revenue to 
the Imperial budget ; it increases imports on which the Customs revenue benefits ; and it 
increases land revenue. As an instance, before the Bengal-Nagpur Railway was built the 
Sambalpur district was a land-locked area, where rice and other grain could be had for the 
asking, as there was no means of export. Knowing that the railway was being made the authorities 
felt justified in raising the land assessment very considerably, and this was done to the extent, 
in some cases, of 300 per cent. 

Sir John Hewett, late Lieutenant-Governor of the United Provinces. 

Sir John Hewett expressed the opinion that the introduction of a railway into a district must 
inevitably tend to an increase anti a growth of land revenue. He agreed with the view of Sir 
Reginald Craddock, that instead of trying to take revenue from the railways for the purposes 
of sanitation and education it should be used to build up the railways, thus leading to the 
production of a much larger revenue that could be so applied. He held that the country should 
be developed so as to be able to bear taxation for purposes such as sanitation. 

65. We are aware that those responsible for Indian finance are impressed with the 
idea that borrowing must be restricted lest the rate of interest be advanced, and the 
credit of the Government of India be thereby impaired. Speaking with all modesty 
on a matter on which the bulk of tlie Committee have no expert knowledge, we arc 
unable to agree. So long as the solvency of the borrower remains unquestioned, all 
experience shows that the rate of interest the borrower has to pay depends not on the 
amount of his borrowing, but on the market value of money at the date of the issue. 
First-class English railway debentures are quoted to-day at, roughly, two-thirds of 
their pre-war price. The companies have not borrowed in the interval ; the security 



of tlie debentures remains unquestioned ; it is only the value of money ^vliich has 
changed. 

Compara- CG. India has a population of 300,000,000. It has an area of 1,800,000 square- 

under the British Flag. Argentina has a population of 8,000,000, an area 
an^else-' 1,150,00*3 square miles, and it is not under the British Flag. xAt the time when 
where. the Mackay Committee reported that it might bo possible to borrow up to 9,000, OOOZ. 

per annum in the London market for the extension of Indian Railways, the Argentine 
railway companies were raising money in the same market at an average rate of 
about 11,00(VX)0/. per aiimim, solely on the security of the railway earnings ; and 
the credit of the Argentine railway companies was not impaired. We are not aware 
that there has l)een any suggestion that the Argentine railways were extended with 
undue haste. India has, as we have said, a population of 300,000,000. It has to-day 
36,700 miles of railway. In lailway mileage it stands intermediate between Canada, 
with 39,000 miles for a population of 8,(K)0,*)00, and Australasia with ^9,000 miles 
for a population of G,000,00u. We cannot believe that India would have occupied 
so humble a position had the railway management not been fettered by a policy which 
has constantly restricted the raising of new capital for improvement and development.^ 


Inadequacy 
of main- 
tenance and 
I’enewalfi, 


67. That the railway development and therefore the economic development of India 
has been starved, is not the only charge which ue are compelled to bring against the 
system of financial control to which the railways have been subjected. It might have 
been expected that control purely from the liiiaiicial point of view would at least have 
resulted in correct and uninjpeachable linancial orthodoxy. This has not proved se 
in practice. We have spoken above of the “ ITogramme” expenditure and tiui' 
method by whicli its amount is determined. Now in every commercial concern 
Capital expenditure and Revenue expenditure are constantly intermixed. And a 
prudent board of directors, especially when the concern vvhicli they are managing is 
prosperous and paying substantial dividends, takes very good care that Revenue is 
del)ited with its full share. The principle is clear that by the time the useful life of 
an asset or a building has cxinrecl, its full original (jost should have been written off 
out of Revenue. 


68. This has not been the case on the Indian Railways. TImre are scores of 
bridges with girders unfit to carry train loads up to modern requirements ; there are 
many miles of rails, hundreds of engines, and thousands of wagons, whose rightful 


’ Through the courtesy of the Editor of the Economisf, we are able to give the following table of the 
money I’aised in the London market in the years pi*ecedi«g and follow u\g the issue of the Mackay 
Report by the Argentine, Australasian and Caiiadiau Railways and Governinents. The corresponding 
figures relating to India have been furnished by the India Office . — 

Boi'Toivi ngtf in liwulou by haihvay Company's and ifovarmnenf''. 
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£ 

1.380.000 

1.152.600 
255,500 

4.066.600 
4,080,800 

11,619,400 
6,923,500 
1,726,100 ’ 
13,355,500 

8.060.600 
6,425,900 

19,608,300 

7,971,600 

9.491.000 
18,602,600 

1 

£ £ 

Nil 1,380,000 

432,600 1 1,686,100 

3.36.000 I 691,600 

Nil ! 4,066,600 

611.000 1 4,697,800 
374,900 j 11,894,800 

1,182,000 1 8,106,600 
1,500,000 j 3,226,100 

6.934.900 1 19,290,400 

9.892.900 i 17,953,400 
11,766,000 ! 18,180,900 

605.000 j 20,113,300 

970.000 ' 8,941,600 
7,893,600 ' 17,384,600 

16,199,600 33,702,200 

£ 

3.237.000 
8,021,800 

2.670.000 
-80,000 

2.403.700 
1,401,200 
-303,000 

2.240.700 
6,238;W00 
2,404,900 

44,300 

-40,000 

495,000 

4,662,800 

3,882,600 

£ { £ 
5,367,000 1 8,594,000 
971,500 , 3,998,800 

I, 018,700 1 3,688,700 

-20,100 1 -100,100 
892,800 3,296,500 

11,138,100 1 12,639,300 

J, 802, 600 i 1,589,600 
8,618,300 1 10,769,000 

10,835,600 I 16,574,200 
9,069,600 I 11,474,600 
4,200,800 1 4,245,100 
1,866,100 1^16,100 
2,248,900 2,743,900 

- 600,000 1 4,062,800 
6,600,0CO 10,382,600 


(The figures show the actual money raised, not the nominal amount of the issue. Issues made to 
repay maturing obligations are excluded). 

For the 15 years the respective averages of the three countnes are : — £ 

Aigentina . , , - - 8,658,133 

Australasia 6,713,693 

Canada ..... 11,407,486 

For India the comsponding average figure is £6,303,233. 



31 


date for renewal is long overpast. Their cost has not been written off.^ They stand 
in the books at the original figure, l^he Government has formed no replacement 
reserve. It is not now physically possible within a short period of one or two years 
to replace all the plant of which the economic life is exhausted. If it were possible, 
it would be a burden upon current revenue too heavy to be borne without upsetting 
the normal railway finance. The position due to the unwise methods of the past must 
be redressed gradually. It will never be redressed under the present system of 
programmes and annual grants and lapses, but only when commercial accounting 
methods are introduced in the management of a commercial undertaking. 

60. In our Judgment, a rinancial system which produces these results stands 
self-condemned. We are far from desiring to suggest that blame attaches to the 
distinguished men who have lield office for years past both at the India Office and in 
the position of Finance Member of Council or to the able and conscientious officials 
Avho have served them. From one point of view at least their financial management 
can be described as meritorious. Throughout history the capital which has been put 
into the Indian railways has been raised by entirely honest and straightforward 
methods of finance. The booked capital outlay of these railways, so far as we are 
aware, represents nothing but sovereigns and rupees actually put into the property. 

We have nowhere found any trace of Avhat is commonly called “ water.” Wo doubt 
whether any other great railway system, with so long a history behind it— the pioneer 
company, the East India Railway, has just issued its one hundred and fiftieth half- 
yearly report— could say as much. Further, on the whole such capital as has been 
provided has been economically spent. After making all allowances for low cost of 
Indian labour, for the generally easy nature of the country, and for the under equip- 
ment of the lines, on the one hand, and for the high cost of imported materials and 
the large amount of very expensive bridge work on the other, we think the capital 
cost per mile of the Indian railways must be regarded as very moderate. But the 
faults on which we lay stress outweigh the merits, and in our judgment they are 
inherent in the existing financial system. ^Railway management is a highly teclmical 
business. It should be placed in the hands of those who understand it? It has 
little in common with the raising of taxation on the one hand or”with the control of 
the expenditure of ordinary Public Departments on the other. 

70. The Great War is an explanation, if not an excuse, for many practices which 
no one would defend xmder normal circumstances. We cannot think that even the war 
is sufficient to explain the treatment of Indian railway revenue in the last few years. 

Till quite recently India produced hardly any of the supplies that her railways 
require. Ix)comotives, carriages, wagons, or at least their component parts, rails, 
signalling work, bridge work— all uere imported from Europe. Even now India 
produces only a very small part of what she needs. At an early stage of the war it 
became diffici^lt to obtain from Europe the customary supplies. Later on it became 
practically impossible. The inevitable result xvas that maintenance and renewals 
fell seriously into arrears from 1914 to 1018, as is shown Ixy the percentage of 
expenditure on programme revenue works to gross earnings : — 

1913- 14 - - ()• I percent. 191()-17 - - 3*3 per cent, 

1914- 15 - - 5-7 „ 1917-18 .21 „ 

1915- 16 - - 4*6 „ 1918-19 - - 2*4 „ 

^Evidence of the Accountant-General^ Railways, VoL HI, para. 6512.) 

71. Obviously the expenditure was only postponed, and had to be faced later Diversion of 
on. An ordinary commercial concern would, as a niatto.oi_course^ Jiave carried th.e reserves. 
mone^o underspent to a rese r ve for rene wals, tp be_ spe nt when the materials 

^^alu available.^ The iridepeiuleut railway companies did this. Not so the State. 

Tne^ money w^ treated as part of the ordinary revenue of the Government in the year 
in which it was not spent, with the result that the net profits of the State railways are 
ahown in the official returns* as having risen steadily from 4*54 per cent, in 1914 to 
7*07 per cent, in 1918-19. The apparent gain was not real. Had there been a’ 
separate railway budget the money underspent would have been earmaijced in it_aa^ 

-advanced to the Governuient for general purpoaea.^ It was indeed announced at one, 
time that a reserve~*wW beuig made, or would be made. The end of the war has 
< 5 ome, and the money is not there ; other liabilities had been too strong for the 

' A full statoinent as to the position of one guai'anteod company, the Great Indian Peninsula, was 
furnished to us. The figures, quoted in para. 5606 in Volume III., show that the policy of undue post- 
ponement of revenue renewals, which in fact has meant taking as net i*e venue money that should properly 
^ve been treated as working expenses, is of long standing and not merely the result of the exigencies of 
war period. 
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Government of India and so the reserve fund vanished. The railway machine is in 
urgent need of repair, and funds to put it right are not forthcoming. The position 
at present is this ; maintenance is lamentably in arrears. The cost of materials of 
all kinds is far above pre-war level. Wages likewise have advanced steeply. 

72. Indian railway rates and fares have always been among the lowest, if not 
actually the lowest, in the world. They have onl\^ been advanced in the last few 
years very slightly as compared witli the rest of the world. A general and substantial 
increase is overdue. Witnesses from all parts of India have agreed in recognising 
that rates and fares slnnild be increased, and saying that they will be ready to pay 
the increases, x>rovidcd a reasonably etlicient servic<^ is given in return. One of the 
mo.st important railway companies applied many months ago to the Kailway Board for 
permission to increase its rates bej^ond the inaxiininu hitlierto authorised. It mot 
witli a refusal. 

73. Ill March the Finance Minister presented his budget to the Legislative 
Assembly at l)elhi, showing on the basis of the then existing taxation a deficit of over 
lb erores. He pointed out that the State railways, after defraying working expenses 
and all interest and sinking fund charges, would only contribute towards the general 
expenses of llie Government 4 erores as against nearly 16 erores in 1918-lb. This 
was not sufficient. To increase railway rates would, he said, take time, and the matter 
Avas urgent. As to the urgency we agree. For the statement tliat “ it is not possible 
“ to readjust tlui various rates in time enough to give us the money we need during the 
“ next financial year ” onhv a perfunctory, and in our opinion an inadequate, reason 
was given. The feat has certainly been accomplished during or since the war in 
almost every other country in the world, flo accordingly i)ropo8ed, not to increase 
the railwa}" rates — the proceeds of which would naturally have gone in the first 
place to the railways, and which, at a time when the general revenue owes to the 
railways the many millions diverted from them during the war, should certainly have 
been letained for railway purposes — but to increase the small existing surtaxes on 
railway goods traffic, which had been introduced cnly as a war measure, to an extent 
estimated to amount on the average to 12^1 per cent, of the freight on the goods, and 
to produce, not for the railways, but for the general expenditure of the country, an 
additional revenue of Us, 5.V erores. The proposed surtaxes have, we understand, 
been considerably modified as the result of discussion in the Council of State (the 
Indian Upper House); but th(‘y still remain as surtaxes, and in our judgment any such 
tax, whatever tlie amount, is bad in principle. All economists agree that taxes on 
transport are an undcsiralde method of raising revenue. I'liere is a further and \ery 
serious objection to imposing a surtax on railway receipts instc'ad of increasing 
railway charges wliich is peculiar to India — that it is unfair to the shareholders of 
the Companies wiiich divide profits with the Government. Had the raihvay rates 
been raised the Government would liave taken, in the case of the Guaranteed Com- 
panies, about nine-tenths of the additional net revenue. But the shareholders would 
have obtained, what tliey are unquestionably entitled to, the remaining tenth. 
As it is, the Government takes the whole. 

^ 74. We now proceed to discuss the manner in Avhich reform should be carried 

out. At the outset we wish to disclaim any idea that the railway organisation 
should be independent, an iiuperliim in imperio. This is quite out of the 
question. The Indian Government owns the railways ; the Indian Government 
must control them. But that is no reason why the control should take the 
form which is found suitable in respect of other departments of the State. 
Wha t we propose is in outline that the railways should have a separate budget of 
thMr own and assume th(^ respd^iBilities for earnin g a nd'^mpending -their own 
Inco me The^iilst charge on that income,"aTter~paying workTng expends, "18”“ rnje^st~ 
on tLe debt incurred by the State for raihva y pur pose8T\ The amount of tln^debt is ” 
"Snown — we may call it roughly 252,i)U0,0()()ir Tlie'lfunual liability of the Indian 
Government for the interest is 8,700, OOOZ. Whether the railways should pay precisely 
this amount, or a larger amount, in consideration of the fact that in early years 
taxation had to be imposed to meet that portion of the interest which the railway 
receipts did not then cover, or a smaller amount, in consideration of the expenditure 
which the railways have since incurred for non-railway purposes, is a matter for 
argument. We ha ax no wish to express a positive opinion, though we think there 
is much to be said for letting bygones be bygones and fixing the payment to the 
Government at the same sum that the Government has itself to find at the present 
time for interest on the railway debt The point is that the Railway Department, 



\o tlie ^QaU*ol of^Uoveiiiinejnt, oace it lias met , its liability to its 

sKpuld itsell regulate the disposal of the balance, and should be free to 
devote it to new capital purposes (whether directly or as security for new debt 
incurred) or to reserves or to dissipate it in the form either of reduction of rates or 
improvement of $ei vices. 

75. ^We have p3^pi*ee^d our own view that the "Only payment by the railways to 
jthei geiaeraf Kxcliequei* shouhl be the interest at a fixed late on the c‘apital iidvanced. 

But we desire to p^int put that this is not necessarily involved m the separation of the 
radway .budget I|f would be possible, however undesirable, foi the Government to 
impose a surtax on railway ti-affic .such ^is is now ii^ force^ or pyen to call, upon, the 
railways ‘for’ ' an- emergency contiilmdon to the iiecess&ies of the State. Neithei 
method would involve interference by the Finance Department with the Railw'ay 
Department’s coidrol of its own internal finance. 

Naturally, the steps taken to raise ^leu capital and iii geneial the large 
qiiesi ^ion^ of p olicy must continue to be controlled Government, he., by the 

VicemyVCouncil and the 1 .legislative Assembly, and in the last resoi-t by the 
Secretary of State’ and the House of Commons. But thon^ must be a Member in 
charge o f railways^ taking part in the Council deliberations, and able to discuss 
with his fellow Members railway questions equally where they concern finance as where 
they are management questions proper Under the new" constitution the Budget is to 
be voted by the [.legislative Assembly. Tins right iuu«t, of course, be preserved. But 
there is no y^§oii why^ the Railway Bu^lget slmuUl not. be submitted by the Railway 
lyfember as an ahney to tlie general Budget instead of by the Finance Member himself. 

Fveti in Fnghp^d. though depaitmeiital estimates have to be approved by the Treasury, 
and the Treasun control over them is undoubted, the estimates f or the W^ar Dep art- 
Tuent a ie submitted to I'arliament, noJ_by ilie Chancelloi ot the Exchequer, but by 
tb^ Seerfet^iry of State foi ^^’ar ^ ' 

77. Though the Alackay Committee did not allude to the fact, the question of History o 
the separation of the railway finance from the general finances of India was discussed aeparatioi 
ps long ago as ISOO.^ during the Viceroyalty of Xx)vd Curzon Colonel Gai diner, then * 

in charge of the Public Works Department, to which at that time the railways were 
attached, pioposed in a l^Iiniitc dated the 16th C>etobcr 1890 and forwarded to 
the Secretary of State on the 29th ^larch in the following year: — 

'Uhat the financing of the Public Works Depaitrnent should Ixi a distinct 
bmnoh of the Imperial finance, that the capital borrowed for it should be 
earmarked, and that the amount to be raised should l>o regulated on a 
commercial basis depending (subject to the general condition of the possible' 
effect on the credit of the country looking to wdiatever > other borrowings may 
be necessary and' may^ be considered of prior importance) on the amount it is 
desirable to spend (a) in developing the country , and (6) on meeting the 
requirements of already developed and paying projects. . . , 

I am unable to see the objections to the proposed depaiture from the 
present practice, nor so far have ^ I heard any of the arguments there may l>e 
against it. The only objection 1 ha\ e heard raised is the general, and it seems 
to me rather doubtful, objection that it is a iiew" departure.” 


78. Lord Curzon, o n the 18th Febiuaiy 19CXt, i n a Minute wdiich ivas also forwaided 
to the Secretary^flitate witk the above, wrote 

“ The system under which oui railway s aie now fi nan re d seems to me to be 
a faulty syste m, aiicl m be fatal t o development at the very^time when develop- 
ment may be most needem As long as the s>stem continues, the I’inance 
Department have no alternative but to adopt the attitude, e g , that they have 
done with referenc<^^, to next year’s programme. But neither their orthodoxy nor 
the stern compulsion of immediate facts makes me any moi'e in love with a system 
which ^renders our railway policy wholly sub ordinate to the exigencies of our 
generaFSnauciat position ." i ^ 

7€(. 4,dOfh^T Minute was also sent, prepared jointly by Lord C urzon and the Horn 
Sir A. (L Treyorj^ t^^ Member i n charge of the Public W i^^Tlepaitment. ^o£ wmeff 
the foUowmg is an extract 

** By that time we hope the way will be clear foi the adoption of measures 
for Xhe $|^ratibn of tnopeya raised or granted for productive works from the 
penenal finances of the Empire and for their future administration on the lines 
fi^caled by Colond Gardiner, with whose views we are in substantial accord.” 

£ 
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80. The Secretary of State, however, expressed the opinion that, as long as the 
railwaysLdepended for m oney on the Government , they niiiSt , share in the vicissitudes 
of the public finances. 

81. The question was again raised by Sir John Hewett, fjie Conuueroe Member of 
Council, in 1906.. Sir Jolin only occupied This office for a short time, being appoTutecl 
Lieutenant-Governor of the United Provinces in 1907. Unfortunately novtrace of the 
draft minute prepared by Mr. Harvey, then Secretary in the Department, but who died 
shortly afterwards, can be found. Sir John, however, has been good enough to give 
evidence before us and it appears that his proposal wa.s substantially the same as that 
made by ColonelCiarcliner and that bo has not changed his views as to the desirability 
and practicability of adopting the course which he tlieii advocated. 

82. The question of the separation of the railway finances from the general Budget 
of the country has quite a long history in other countries. When Bismarck nationalised 
the railways in Prussia in or about 1878, the scheme as originally put forward 
provided for a separate railway budget. But when the sche'rne tamo tt) be embodied 
in an Act, this provision was omitted. Its absence was a constant ground of complaint 
by Liberal members in the Prussian Parliament. The common phrase was that the 
railways were treated as “ the milch cow. of the* Treasury.” The 1 Russian bureaucrats, 
who appreciated the advantages of possessing an income, which in some years ran as 
high as 20,0()0,()(X)/., non-votable by Parliament, were too strong for the Prussian 
Liberals ; and the milch cow remained in charge of the Tre.asury up to the outbreak 
of war. Tt was not denied, hoAvever, that the sUarp variations in receipts between 
years of good and years of bad trade introduced an undesirable element of uncertainty 
into Prussian public finance. 

83. The Swiss people voted in 1908 to nationalise their railways. The -Purchase 
Act provides— and it was common knowledge at ihe time that the provision was the 
result of Prussian experience that “ the railway accounts shall be kept separate from 
** the other Federal accounts so that the financial position of the railways can at all times 
“ be clearly ascertained, and that railway earnings shall be devoted only to railway 
“ pui-poses.” The control of new railway capital issues, of railway tariffs, and the 
voting of the railway budget, are reserved to the Swiss Parliament. Any surplus of 
railway revenue, after meeting w’orking expenses, interest and sinking funds, is 
devoted to railway purposes. Should the revenue fall short of meeting expenses, the 
deficit is to be met by the State. The railway budget is compiled by the Railway 
Board of Management and submitted to the Council of Ministers. The Council, after 
d^scuhsing it with the Railway Minister, forwards it with a covering report to the 
two Chambers. In each Chamber it is referred to a special Committee and thence 
reported to the full body. If in either Chamber further information is required, the 
RaiLvay Minister gives it. Very rarely arc the proposals of the Budget altered by the 
Chambers.^ 

84. In Belgium there has never been a separate railway budget, and for years 
past tb.ere has been an agitation in Parliament for a reform in this respect. A Bill 
carrying out this object, at least in some degree, has beep prepared as the result of 
a Committee Report and submitted by the Government to the Chamber of Deputies. 
It is at present under discussion. It is criticised, however*, on the ground that it 
does not go far enough and still leaves the Government too great powers of 
interference, lii Italy ,tbe railways have a separate budget. In France the 
budget of the railways wSich are worked by the State is treated as an “annexe ” to 
the general budget. 

85. I’he Act constituting the South Africa Union, \yhich brought together Cape 

Colony, Natal, the Transvaal and the Orange River Fxee State, each with its own 
railway system, provides that the railways of the Union shall be so worked tibat the 
gross receipts shall not be more than sufficient to cover working reserves, 

and the interest on capital. If there is a surplus, it is to he dw>ted either to 
improvements in facilities or reduction in nRes. If, on the othel^t l^apd, there is a 
deficit, rates and charges shall be increased to coyer it. It is specialfy provided that, 
if Parliament shall require the Railway Commissioners to fiX rates oi* to ^jonstritct 
new lines or extend facilities which in the opinion of the Railway Commissioners will 

i We are indebted to the courtesy of the Swiss Railway Adrainistji^tion foribeiufomuation oil which 
thie paragraph is founded. 
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not be .commercially jjstifiable, the Commissioners may appeal to the-” Auclitor- 
Oeneral, who, if he agrees with their opinion, may demand that Parliament fehall vote 
to the Commissioners such a sum as in hjs jadginent is sufficient to meet the cost of 
the reqxiireineuts of Parliament. 

8G. In Japan, also, the railway budget is entirely separate. The official Report 
of the Japanese Government, dated May 1910, sets out so clearly the grounds for 
the separation of the two budgets, the gradual process by Which it was accomplished 
and the benefits whicli have resulted from the reform, that we quote it here at full 
length : — 

“ Acc rcliiip: to tlie establiHlicd rules that govern the fi’aming of the Imperial Budget, an 
undertaking carried on by a CTOveminent office is set apai t as a special account, the earnings of which 
JU‘e, in prix^iple, io meet the disbursements. Any balance rfeerniug is to' be turfted over to the 
Greiiei*al Account. I’he finance of the Government luilways l)efoie the nationalisation was no 
exception to this genoml arrangement. Hence, any surplus of the total i-eeeipts over the total 
expenses was suri-eudered to the Treasury, instead of being placed at the disposal of the mdways. 
On the other hand, all expenses involved on the work of extensions and improvements were met by 
t)ie firoceeds of loans or of taxation. 

“ This accounting system wos modified in 1906, and the new method was put into force from 
the fiscal year 1907-8, when a new regime came into being with the suddenly expnnded business of 
the railways, in consequence of the State acquisition of the 17 private i*ailways. According to tliis 
system, all the money ali'eady invested, oi* to be invested, in the i*ailways with interest 

thereon computed at 5 per cent.) from tlie inception of tfie railway service to March 1907, less the 
sum surrcndeml to the Treasury during tlie period, was set apart as railway debt. The distinction 
between the capital and the revenue accounts was clearly established, and the annual i*evenue was 
divided into two parts, one destined for the pajunent of interest on the liabilities and the other 
for the i*edemptioii of the principal. 

“ 'Fhc... reviiihni of 1906 placed the uef revenue aocniing from railway operation beyond the 
disposal of the Ti’easuiy, and was undoubtedlj a great impixivement on the superseded system, but 
it effected nothing in tlie way of patting the Railway Budget on an independent footing, so far 
as concerned the financing of railway extensions and improvements. They were open, as before, 
to the influences of the variable financial situation of the State. 

“The complete divorcement of the Railway Budget from the Generul Account, witli a view to 
reiiiovin]^ this pe*rcnuial cause of Unftortaintiy in the continued prosecution of the programme, wras 
bi*ought about in 1909 by the promulgation of the Railway Special Account Law', which has continued 
in force down to this day. 

“ ill consequence of the drastic renovation effected in its financial arrangement iu 1900, 
as outlined above, the Railway Account has become a special account entirely distinct in its 
essential features from the General Account. It is needless to add that this financial inde- 
pendence has gtreii very great conveniences and facilities in the management of the Imperial 
Railway's, as, indeed, it has made the railway finance one of special character among ali the 
special accounts created by the Imperial Treasury. In short, the change has made the railwBj 
linance a financial agency specially adapted for the management of railway business.” 

(Railway Nationalisation in Japan.) 

The position of the tfapauese railways under the Act of 1909 may be summarised 
as follows : — 

(!) The railways have h separate Capital Account. 

{ 2 ) Railway profits are devoted to extensions and improvements, and may be 
supplemented by Government loans. 

(3) The whole of the loans issued for railway purposes are charged against the 

railway account, and the railways pay over each year to the National 
Debt Coiisolidatiqn Fund the money required for interest and sinking 
fund on these loans. 

(4) Temporary advances may be made by the Treasury if required to meet 

railway current expenses. 

87. We have still to make recommendations as to the raising of railway capital iu 
the future. Those Members of the Committee who consider that fetate management 
should be definitely adopted as the permanent policy for India naturally contemplate 
that capital will iu future be raised wholly by the State. Those Members, on the 
other hand, who think that Indian companies should be constituted will equally 
naturally make recommendations as to the method of raising such portion of the 
<!apital as the new companies will be responsible for. We therefore postpone the 
considfsration of this matter to a later stage of this Report and now proceed to 
iliscusi^the further questions on whicli the opinion of the Committee is unanimous. 
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The Constitution, St.\tu.^, and Functions ok the Controlling Authority. 

88 . Our Reference instructs ns to report upon the constitution, status, and functions 
of the body exercising control over the railways on behalf of the ( lovernment. We 
have given this matter our l)est consideratioti. We had the benefit of long 
discussions at Dellii with the members of tlie present controlling . anthority, the 
Railway Board. And of all the witnesses who appeared before ns there were few 
who did not offer criticisms and make suggestions on the subject. As the result 
of our investigations we recommend great clianges alike in the constitution, the status, 
and the functions of the Railway lioard. But before proceeding to make them we 
wish to emphasise what wo have indicated in Chapter Jll. of the Report, that in our 
judgment jhe controlling authority mus t be single and self-contained . The 
recommen datiouT which followare biised'^oir fhe assumption that the railwa}' 
authority is master in its own house, not sharing its responsibility with any other 
department, but answerable directly through its own chief to the fh)vernor-( Jeneral 
in Council and the J^(\gislative Assembly. 

89. We have ])e(‘n impressed with the disproportion between the importance of the 
railways (inancdallv and economically, and the position which tlu> existing Government 
organisation assigns to the Departiheut' charginl with their administration. The 
Government railways, as we have said, bring in one-third of the total (fovornment 
loceipts. Their working e\])eiiscs amount to about one-quarter of the total Govern- 
ment expenditure. Their net receipts cover not only the interest on the total railway 
debt incurred by the Indian Govermuont am] 51 sulistantial eotitribiition to sinking 
funds, ^ but leave a Substantial smh over in relief of general. taxation. In the Budget 
Statement, however, the railways occupy a luuqh more. modest position. 

90. The estimate for the cuiTeut year , enumerates 10 “principal heads” of 
revenue. The total amount estimated to he obtained under these 10 heads by the 
Central Govermneiil is Rs. G9| crores. Of the principal heads, six bring in less than 
one crore. Down ])elow the principal heads in the Statement come the railways. 
Their net receipts are stated at Bs. 27] crores. Customs, estimated to yield Rs. 37|- 
crores, forms the only item in the Budget exceeding the railway net revenue in 
importance. We give this as an illustration, for it appears to ns typical. 

91. Administratively the railways are only regarded as of sufficient importance to 
he entrusted to the eontroT of a ]\fember of (/diineil who takes his title from his other 
functions. In former years t hey were in charge of the Member for Public Works : of 
recent years their administration has been one of the functions of the Member for 
Cornmerce , Avho (except for a brief interval during the past year or twd) has also been 
111 charge of Industrie s. The responsibility of the Member in charge of Railways for 
their supervision has certainly been in recent years more nomina l than real. There 
has been furnished to us a list of the subjects which were assigaeH~to the Department 
of Commerce. It is as follows : — 

Company Law ; (histoms ; Excise ; Shipping ; Posts and Telegraphs ; Emi- 
gration ; Indian labour questions such as Assam migration ; Peace Treaty 
allairs such as collection of debts and other matters relating to enemy firms. 

92. The Department of Industries is responsible, in addition to the geueral subject 
of the development of industries, for controlling the Indian Salt Department, the 
Geological Survey, Stationery and Printing, Patents and Designs ; the administration 
of the Factories, Mines and Electricity Acts ; and other miscellaneous subjects. 


1 The annuity payments made to the shareholdei's ot the original Ea«t Indian, Great Indian 
Peninsula, and l^ladras Railway Companies, up to the end of the year 1920-21, included not only th» 
interest on the capital outstanding but the redemption »»f 17,467,9537. of capital. 
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93. /HAviii^ i^egard tb their nimit)er, their div*i^r6ity, aiid the delicacy Of some of / 
tjie subjects “--as, for insfancfe; Indian einignttibn, atnd the rapidly gi'owing importance 4.,. 
of others such as the development bf ludiistHes-~trhich must necessitate the Afember’s 
.aft'eiVjbioh' at every 'MVgeV It is quite ^evident that the Member foi* Coihmerce and 


Industry caiiupt personally keep in touch with th^fail way busines s which he nbihinally 
stipeimses. In fact, it is hardly ej^pfected that Ti^will do so ; Tor livHiTe he controls' 
the Coihnmrce and Industries Departments each through tlie nonnal departmental 
organisation of a Secreiary to Ooverninent at the head of a clerical staff, on the 
railway side tberC- is. a Board of thre e Alemb ers which occupies a position of what 
may be called semi-inde^ieudeuce, ^ ^ 

94 . Briefly the administrative position is this. Idic ultimate authority for the 
<jovernineut of India rests with the Secretary of State as representing the House of 
‘Cornnions. He delegates to the Goverilor-Cleneral in Council— coininonly spoken of 
as the Oovernment“of India — certain powers, reserving others,] a matter with which 
we shall have to deal more fully at a later stage. \The Government of India in turn 
delegates some, or some portion, of these piOwers to the Railway Board. Oflicial 
•communications from the Board are headed — — ^ 

, Government of India (Railway Board\ Railway Department. 

Within tlie scope of. these powers the Railway Board are free to act, subject aUyays 
to the Finance Department. Even in cj^es beyond the Board’s y)Owers of sanction 
they frequently make references to theoth(n;)J)epartnients coneeiiied without troubljng 
their own Alembor, though if any decision is likely to havi* far-reaching consequences 
the Board are expected to refer to him before acting. Cases which are likely to 
•engage the attention of the F.xecutive Council must necessarily be taken to the 
Member, for while' the President of the Board has the status of ’a Secretary to 
Government, and therefore th e right of (lirect access to the Ticoroy, he caniKif fake 
part^hr'tlT^Ssions of the (aiuiicihWittendingTIlorc only to give information and 
•explanations when called npon.^ 


95 . Now tlie natural effect of the interposition of this senndndepeiid ent Board is 
that the Member responsible for it is not in con sta nt toil c¥ with its yyoVk. When 
•questions which have to be submitted to the Council” are lj]“ought to him, it is 
necessary for the B oard to “coach ” him. He may not agree with them, and yet may 
hesitate to ovenade those hiiTcTf iiTofe coiivei’sant with the matter than he can possibly 
be. Even if, after hearing the case ns put forward by them, he does agi'eewith them, 
he can only deal with the matter, which maybe highly technical, before theX-onncil 
with second-hand and incomplete_ knuwl edge. Jt would, moreover, be in acc'ordance 
withliuman naturiTif he supported a policy not his own less resolutely than a policy 
■of the side of the office of which he is the real and no t iner ely the titular headj and 
if, when the Railway Board’s proposals met with serious (>pposIfT6h~al7 the Council, 
he attached more weight to the arguments of colleagues, with whom he is in constant 
and intimate relations, than to jdiose of a Board which brings bidore liim, nut their 
everyday work, but only giich portioiTs~~bT"rt as are jniportant and likely to be 
contentious. The R ailway Board is in effect in the position of a stepchild, and, like 
most stepchildren, tends t o h e less well treated than the other clilldren of the family. 
We lite cbilvinCbd that jhe Ind ian T -a llW ayS wip never be aide kygive a satisfactory 
-account of themselves, to earn~TIie revenue which they should earn, and to render to' 
the public the service which they ought to render, unt il they are represented in tjic 
Vicer03t’s Council by a Ale mbe r who is fully in touch with their daily w6i^. 

96 . Were there no other w'a y o f securing it we slmnld feel constrained to urge 
that this represtm tat ion should be iSrovideil by the^appomtnient of a Member of 
■CouhciTisdlely for raiFways.^ Ihit w^do not tlnnk it necessary to recommend this." 

’ A Secretaiy to Government convspoiuls to an English Permanent Undei* Secretary in that he is 
the ofheial Head of his Department under the Meml)er of Gonned, tha t is the Cabinet Minister^ mspon- 
sible for it. But his status is higher than that of a Perman ent Under Ijecrefa ry in that he ha^ dii'ecJL 
yjinefta f,n the Ticeroy — i n effect the Prime Minist er — with \^bm heTias a fix ed meeting once a week, and 
to whom he is entitied tp expi’esSj'TFTTi^ fit, his disagree ment Avith the poli cy oi Ins chi^ If the 
"Viceroy thinks proper, the full Council can then he invit^l toTdivSCass the matter 111 question! Further, 
under the new Constitution ho is. a nominated Member of the Council of State or of the Legislative 
AsSeiubly, where he speaks and votes on a footing of full equality with the other Membei*s. A Secretary 
to Government, however, attends meetings of the Executive C’oniicil of tlie Governor- Genei'al only to give 
iufomation if called upon to do so, and to record decisions. 
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97. All we ask is that there shall be Ji Member of_( oi mcil in con s tant touch w ith 

railway affairs^ and jjvlu) that railwaj^_ are^e^iitife t o his full attention.' 

ifhll this can, we thinkT Tie work jiinon^thle 

IVlenibers^ Within the last few months the niunber oOlenibers of Council has been 
reclueed bv rewiidunin^ Commerce and Indust^. ^ We j:econ[imeh7rThat the former 
number oe restored, and that ihere be a ^feniher of Conned in charge of Colu^ 
nmnications, whose portfolio sh ould comprise JRf^ways, Ports, and TiTIaTid Navn^atidh, 

"^rrairgpmt fso far as it is under the rewiroToi' the Govei'Wweni '()T Jndi^) 

Posts and dVdegranhs. ^ Perhaps in making this recommendation w'e are going l)eyond 
the strict terms of our Peference, whicli is concerned only witli railways, but the- 
connection of railw ays vvitb other forms co mm uni ceit ion is so close that we think 
we arc entitled to make it. ’ ~ 

98. d'lie advantages of a close relationship between railways, ports, water 
transport and road transport are obvious. They need correlation l)y a common 
controlling authority ; they are feeders to each other, but at the same time their 
conflicting interests as carriers necessitate expert supervision and protection : all 
methods of transport are necessary for the development of India, and all new schemes,, 
whether foi- transport by rail, road or water, require to lie cousiderc<l by the same 
authority as a part of a well-ordered general programme. Only Imperial questioua 
connected with road transport would, under our scheme, come under the immediate 
supervision oi the Ministry, local road questions being left, as now, to lo(‘al 
authorities. 

00. The ^mly conpeetion at present even l^etween tlie railways and the ports which 
they serve is through the Member of Council who is common to both. The Departments 
that (h*al with them are separate. And in many respects the ports are subject, not to 
the Central Government at all, but to the Local Governments. All the witnesses wdiom 
we examined on this point agreed that there were strong reasons for a change. One 
instance will snllicc. The Calcutta Port Authority are undertaking the enlargcmeni, 
and re-equipment of their Kiclderpnr Docks to accommodate the rapidly growings 
traflic. They have in contemplation a large scheme involving the expenditure of 
many millions. ^Phey are also adding to the accommodation of their port railways. 
'J’he lay-out of ilie clocks cannot be settled till it has been decided how imieh of 
tlie necessary siding accommodation is to be provided respectively by th(‘ railways 
on railway property and by the Port Authority on dock property. 'Phe Port 
Authority cannot lie certain what coal-tipping appliances to order till it is settled 
what form of coal wagons tlie railways will use. The railways, on the other Jiand, 
cannot be certain that the appliances will be suitable for their wagons. There is no 
machinery for bringing together the various parties in interest, still less for deciding" 
wlien the parties dilfer. The Department of Commerce, the Railway Department, two 
Railway (Companies, thej. Calcutta Port Authority and the Government of Pengal, all 
are involved and take a hand in the decision. 

100. The necessity for close co-ordination so as to dovetail together the work of 
the docks and the railways that serve them has long been recognised in England. In 
recent years — not without hesitation as to the propriety of streiigthening railway 
monopoly — Parliament has allowed railway companies, in order that the two services- 
might be in one hand, to acquire the docks in the lirst-class ports of Southampton and 
Hull. Still more recently, private arrangements have secured the same result in the 
great poit of (Mrdiff. And the Ministry of IVansport Act, 1919, gives to the Minister 
considerable i>owers to co-ordinate the facilities and methods of working between 
railways and such dock undertakings as are still independent. 

101. Posts and Telegraphs are not so intimately connected with transport as the 
other services mentioned above, but the connection is at least closer than with the 
subjects in charge of any other Member, on account of the carriage of mails by railwa,y 
and road and the telegraph practice which is common to both. 

1 After we liatl come to thiH conclusion the India OflBce fui-nished us with a memorandum setting out 
the scheme for the rearningement of portfolios ixicommended by the Committee on the Goy^riunent of 
India SfjferelariHt Organisation, presided over bv Sir Hubert Lle wellyn Smit h. The other uri-angernents 
px-oposed do not, of course, concern us, but we ai*egIaH to tind that that Committee’s I’ecommendation 
for tlio formation of a new Department of Ways and Communications is almost identical with ours. We 
understand that, though certain minor charges consequent on Sir Hubei’t’s report have ali’eady been 
made, the broad question of rearrangement lias been i’esei*ved for the decision of the pi’esent Viceroy. 
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102. The Member’s work vs ill be divided into three main sections. In the t)vst 
place he will be the head o f the, transp ort o^ auisation ; with this wo deal at length 
hereafter. Secondly^ he will be^^a irmarTo Fth eyentral Railway Advisory (^onnoiL 
the establishmeet of which we recoin mend in a latei- part of this l^eport Thirdly ,!^ 
will control the Posts and d’elegraphs through the existing organisation of that 
Department. 

103. This work will tax his undivided energies ; he must not be made, as 

Sir John Hewett describes the Member for Commerce as having become, an 
"** 011100 drudge” on whom additional miscellaueons duties unconnected with his 
primary function can be imposed. lie will — especially during the next few years of 
reorganisation — be a busy man, hut should allow himself sudicieni freedom from tlie 
routine of liis oHice to meet frequently the representatives of the trading and 
travelling public, '['he formation, as is proposed below, of Local Advisory Councils 
at the main railway centres, and the periodical conferences with the Central Advisory 
Council, will afford him opportunities of obtaining lirst-hand infonuatioii on 
transportation questions ; bjit it. is hoped that in addition to this he will lind time 
to meet occasionally the (jSliainbers of (k)minerce and Harbour Boards on their own 
ground. Such meeti ngs we have no doubt will be mutually beneficial and will })e 
time well spent, especially if he is aeco my^He d h}" his Jei tlmieal Ailviser, tlie CliLcT 
Commissioner of Bailwaysl ““ 


101. We have given much thought to the question wlietlier the Meml>er of 
Council need himself be a railway man by profession. If a man could Ix^ found to 
•com])ine the qualifications of a ca pable administrator, parlia mentarian aiiLlj^jway 
e xpert, he would be axi-id eal selection for the Ibii to fi rid a man with all 

these qualilitmtions would be very difhcult ; to find one possessing them who would 
])e attracted by the salary attaching to the appointment of Alember of CV)uncil 
would lie impossible. \¥e take it for grantetl, therefore, that the'^lember must rely 
upon othei's for technical advice; but we consider it essential that lie sliouhi hiiiiself 
possess the other qualifications mentioned. 

105. We turn now to the question of the Railway Board, and the constitution of tlio Stains of 
body which we consider should be substituted for it. The constitution of tlie Bailway ^‘xisting 
Board itself is somewhat peculiar. Its President has the responsibilities and the rights 

of a Secretary to Government, though he does not bear tlie title. J’he other two 
members have not. And yet as a member the President is nothing more than the 
senior among three colleagues. Originally he was only primus inter jxires. There 
was another period when, tliough possibly not by legal right, the President was really 
supreme, and the decision of the Board was, in fact, his decision. 

106. The present position is that, in a matter within the competence of the Depart- 
ment itself, any member of the Board who disagrees with his (colleagues is entitled to 
refer the matter to the Member in Charge. If, on the other liand, tlie matter is one 
that has to go to the Council, the minute referring it must state whether the decision 
is unanimous. If it is not, the Board’s minute has to embody the views of the 
majority, but a dissenting member is at liberty to append a minute showing on what 
points and for what reasons he disagrees. 

107. We have now to deal with the prac tica 1 work ing o f the organ isation. 

At several pcuiits in this Report we call aUention^o the constant interferenc (P(5P" 
the Government in the details of railway executive managemeoL The wlioTe of 
this work falls upon the Railway Board. We are informed that 71,000 com- 
munications were issued from or were received by the Board’s office last year ; a 
large proportion of these have to be brought before, if not the full Board, at least 
one of the Members That is one side of their work. In some respects it is not the 
most arduous ; for just as, on the one hand, the sanction of the Railway Board is 
required in matters which on an P]nglish railway would hardly get further than 
the head of a sub-Department, so, on the other hand, the Railway Board itself 

has frequently toiipply, not merely to the 'Government of India on the spot, but to the ivnitcil 
Secretary of State 6,000 miles away for sanction in matters of apparently quitf^ trifling powers, 
impoilance. We have had furnished to us a large-folio volume, .containing 1 15 pages 
of text and 25 pages of index, entitled the “Schedule of Powers of the Government 
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(Jocument emmierates under nearly 400 lieads the various subjects in wjiidi, and the 
extent lo which, power is delegated J)y the Secretary of Stale to the GdvS*nmeut of 
India and re-delegated to the itailway Department. 


108. We give two instances : one in which the powers of the Government of India 
are limited, and the powers of the Uailway Department are further limited ; the- 
other a case in which th(‘ Govc^rument of India Jias received full poWiSl* and only 
part is snhdelegated. 


Autlioi-itv 


! No. 


Subject . 


Kxteut of powers and conditjous. 


I. — S. of S.'s Desp No. '17S 
an, Financial, dated j 
81st Alaich 1911, in I 

F. I). Pros. Accounts, ' 

Ac., June 1911, Nos. i 
i\. j 

II. —Ai-tielc lil7 (1) of ! 
Vol. I. C/i\ ii Account j 
(\>dc. 

1 

i 


Ad\ances to (»fticci*s for 
' the pm*chase of a 
* nu)t<n* ciu* or motor 
b«mt. 


I I. Oorem meut of India . — Power to amend tlie 
»-ules regulatitig such advances, subject to^ 
tile condition that any modilicatioii of the 
)>ortion of the rules limiting the advance to 
11 s. 7.500 and tlio period of recoveiy to three- 
years should be referred to the Secretary of 
State for appi'oval. 

11. liaKivay Ikpartment. — Power of a Department 
of the Government of India under Government 
of India, Finance Department, Resolution No. 
8188 A., dated 25th May 1911. [Article 187 (i) 
of \'ol. I, Civil Account Code.] 

Advanf'oS’for'the pdfehaHe of motor cycles may ]be^ 
, {^ranted in aocortlance witli (loverument of India.. 
I Fiimnco Uejwrtinent, Itesoiations No. 1242 E. B , dated 
2 l 8 t September 19 lf> (E., (♦ctober 1915 , Nos. 8 - 9 , A.)^ 
I fmd 15251 K. B , dated Ist December 1915 (E., December 
1915 , Nos. , 30 -,'U, .\). 


O 




o 


I — Ptai'h'cc - - 8.'>2 

II. — RailwH} Hoard's ] 
Pros. II. Aug. ' 

1908, A , Nos 162- i 

1 

H V. Feb. 191-1., Nos. ! 
12-15 


Kxpeuditure on enter* 
tainments to railway 
employes and Hie 
public on the occasion 
of the opening of new 
lines of railways or of 
any works of givat 
inijiortance. 


r, (iovf^mment (f India . — Full powei. 

II. Hallway Depariniait . — Empowered to sanctiow 
.such expenditure, np to a limit of Rs. 5,000, in 
each case, as a charge to rerenne. In cases 
where, owing to contractual conditions, e.y.^ 
where a branch line is uorked by a main Hue 
for a percentage of the formei ’s gi-oss earnings 
a chaige to j*eveuue would not lie pi'oper the 
Railway Department is empowered to sanction 
such outlay as a charge against capKal up to the 
same limit. For payments in excess of thia 
amount the concui-rence of the Finance Depart- 
ment is refpiii*ed. 


109. Ir secMus to US tliat, in consequence of tlie regtiialioiis under which the Railway 

Ikiard act, they spend _a large T>ail of their time, on the one hand, in da ing the wo rk 
( d thnir siibord lriale^ wTiich these subordinates, ought tjj do^for^themseW^ and on 
the other hand, iirobtaining from their superiors permission to do the things which 
they are fully competent and ought to be pel-iiiitted to do for themselves. This is one 
fundamental criticism which we have to make of the present system of railway 
control ; the other, equally fundamental, we have made already at sufficient length, 
namely, that the mil ways, notJieiii g mas ters ju_j^eir^wij^ are not abje 
shape tlicTr owiP policy i t is^ sli aped for them by tRe exigehcles of the Fniance 
Departinen^L_,^ **“ 

110. Ckim plaint was made to ns in different parts of India that the Members of the 
Uailway Board seldom or never visi te d them. In Delhi we were told tliatTTFaltfeiBher 
of the Hoard absented himself /or a lortuigEl, the accumulation of papers ivoukl Re 
so great that it would be almost impossible for him ever to overtake them. And 
we fully believe it. There is laid upon their shoulders a burden of routine work which 
is more than three men can cope with. The proper f iiagti on of the Railway Board 
not to oarrv out rgutine duti es, but to shape policy, to wa tch, toThmk, and toT p Jaiu 
^nTroughout the” \vhole 'dFI]nidiO>u^hiore especially inth^outK, wituSses complameU 
to us of the actions, or the inaction, of the Uailway Board. We were told that 
lettei-s were left unanswered ; that decisions were delayed indefinitely ; that when 
charges against the companies were made the Board referred them to the companies 
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themselves, anti then washed their hands of tlie matter i th^t ^ppliratiiinff to the Board 
for redress of grievances had been proved to be fruitless and so had ~ceaii^ ft) tie 

madeT '* — 

111. We subjoin a chart showing liow Ave think the organisation of the C^aniniini- 
cations side of the new Ministry should l)e planned : — 

Member of Council for 
Coinmnnications 

i 

Chief Coiniuissioiier of Riulwav'' 
and PoitK 


(Jonstitution 
of proposed 
Railway 
(’oniniission. 


Conimtsflioner ffM* Commissioner, Commissioiu-i, Commissiouur, 

Finance WcMtom DiMmon ' KH*>tern Divisioii - Soiitliern Division 

(Finance, Statistics, 

Secretniia-f, Estubliwli- ' 

ments, A'c ) I 


Direetoi of 

Direclor of 

Diieclor of 

Di reel or ot 

Directo! of 

Director of 

AcooiintH 

Civil 

Mfchftiiicnl 

Traffic 

Traffic- - 

Ports, Inland 


F.nfriiu'oriTior 

Enf^iiioenn^ 

Oporntiiifr. 

ConuncrciH!. 

Navigation and 
Kond Transport 


Oeticiiil Set retai v 

• I 

Stiuistical and Office Staff 


1 12. Thf‘ C hief Coinnii ssioiier oMdaihyaxfijaiid Port'i.will, of course, be a technical 
railway man. Presumably he unlTbe iioiu i uated as a member of one of the lj[ojjiseb_o£ 
the Legisl ature, but it is to be assumed thatriie would be reqiiirecL to attend only 
when tnmsport questions are mulei* dismission. He would have the status of a 
Secretary to Gove rnme nt and so wouI(l~havp a ri^hyff access tp tlie Vi(*eroy ; aiul we 
consider that lie should be iiiy|ted to attend meetings of the Executive ( 'Oiincjl when 
matters relating to t he Comn iisslou are under consideration, with freedohi to advis(‘ 
nn j^. ^biLii^nl in nttnvs, but without ll A ote. 


113. 4Hie Chief CVanmissioner should be assisted by four L-oinin issipneja, as 
folloAvs ; One Fiuaneial C ommissioner ; ijiree J^taihvaA^ Commissioners In charge of 
territorial divis ions. 


i 14. 'Fhe Mnaiicial Coinniissioiier should be Second in Command to the Child* 
Coinni i ssio iie r at hea dquarters. I fo should arrange that the services of the directors 
of the various sections, and tKe ollice staff generally, shall b(i aA^ailalde to all the 
Commissioners. 

Ilf). Pile fuiidain en^tal differences between the constitution of tlie Jjailway 
Com missio n which it i s pr oposed to set up and the present BoanPa'rel " 

'—fa) The apiiointmeiit of givejtespoiisible Chief Commissioner. 

(b) ThejiLlditiou-of a Finaiicial Commissioner. 

-- (c) The supervis ion of territprial areas by separate C-ominission ers_. 
y'(d) The addition to the technic al staff of Directors^ of l(fechanieal fhiginoeving, 
Commercial Traffic, Ports and Road Transport.^/ 


11 G. (liven the ri^ht m en to fill the positions, aa^c feel coiiHdeut that a controlliiu: 
organisation on the lines defined will be the means of eliminating the disabilities so 
apparent in the existing regime. Atjoresent the Board, consisting oLtliree members , 
two oi Avhom can outA-o te t he tli i r d , a n d~alT of wKbni are concerned in every general 
railway question that arises, cannot act with promptness and de cision. Except when 
the matter is urgent and a inember of the Hoard is absent, the NATIo Teniloaril lias to b (> 
consulted upon eve ry important ac tion ^ taken, and each meiuher thererore atteiii^s 
io Eeep" himself Inf ormed oFall Jhai^ is taking place. India is a vast continent, 
transport questions of the present and the future are many anil complex, and the task 
that has been set the membersjof t he exist ing Board is more Jlian they can efficiently 
under take. _ Tlie ^uties of supervls^ion reqi iire to be subdivi ded , and the resjy hisibltrry 

' The Western Division would include the CJj-ent Indian Peninsula ; Bombay, Baroda, and t’entra I 
India ; North-Westoiui and Jodhpur- Bikaner Railways ; tof^etlier with the ports and the biuncli an«l feeder 
railways in their areas. 

* The Eastern Division would include the East Indian; Oudh and Roliilkhand ; Bengal aiul Nortli- 
Western; Rohilkuudand Kumaon; Assam- Bengal ; Bengal-Nagpnr and Kavstern Bengal Railways; together 
with ports and local railways as above. 

* The Southern Division Avould include the Madi*as and Southern Mahiutta ; South Indian ; H.K.IL 
the Kizam’s and Burma Railways ; together with ports and local I’ailways as above. 
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i){ (-acli member clearly debned. lluder the existing organisation the individual 
mem})ers of the Board would require what they cannot possibly have, a iliorough and 
up-to-date knowledge of India as a whole. In connection with matters of moment the 
couhtitution of the Railway Board must mevjtgjily_.lea(l to delay l or the purposes of a 
conference, with the probability of further delay for infojanaUoij, followed often by 
compromise in order to obtain unanimity. ^ 

1 17. The r^pouAibility—under the McinbeiLoi Council— for ^n-ivin^^ at decisions 
o n techn ical ( pies tions, or for advising the Mejn ber on njattertiof railw^PiJic^^, should 
be vested in one jnan ^and pne,jnmi_ alone. the present orgahlTation, under which 
the iheiiTbers have jmctjcajly equal^jot Tng p owers and 7*esponsibilities. iuevitaldy 
leads to lack of mitiativj^ lack of decisiven^s^nd lac T: of a de mflte pobo}^ 

118. The appointment of a Chief Commissioner, who will be an executive officer 
with full powers, will not in itself eliminate the disabilities under which the 
controlling authority is at present labouring. Local touch and local responsibility 
must also be dj^^p^(l._ At present the Badway “Bbai\r lias not the means for 
obtaining the necessary I ntimat e local knowledge. The local authorities and public 
are fully aware of this, andTn consequence have no confidence in the Railway Board, 
of which the members jire seldom seen, and in consequence the Board" Is iTraclicallv 
disregarded. Su bdivi sion and coiicentration of supervision will cure this. We have 
for this piirj)ose apportioned tTie railway map oL In'ida nTfcridiVci? ciridSons, and it is 
proposed to adocate a jjpmnnssioner to each d i vision. It will be the duty of the 
Commissioner in charge of a division to concentrate and specialise upon the study of 
its transport iiroblems so as to become thoroughly intimate with them. He will by 
this means obtain a conlidence and power of decision which knowledge alone can 
give, and in addition will win for the Board tliroiighout India the coiifiilence in its 
control which is now non-existent. 

1 19. Thorough local knowledge ou the part of the Commissioners will bring with 
it a power of initiative and anticipation of transport problems which is so necessary 
to the future development of India. Closer supervision of the individual railway’s 
working by the Commission will bring increased efficiency in operation, and ensure 
money for traffic facilities and development being spent to the best advantage. 

1 20. Sida]iv isiou...oJLsiipeiivJjjion must necessarily lead to closer iiiyesqigation of 
Jesuits and a inore prompt and fair approeialuih 6T ability and energy of maiia"pment. 
Statistics of operation will be subdivided also, and a healthy emulation will be set up 
between the divisions and the separate railway units within the divisions which will 
all assist in [iromoti ng keenness, efficiency, and ecoiioin}^ 

1:^1. The trading and travelling public will undoubtedly directly benefit liy closer 
supervision from the seat of (Jovernment, and from more intimate local knowledge. 
Th(* public will soon ap])re<*iate the advantage of b‘_'ing able to appeal to a particular 
Commissioner, who not only knows but sympathises with the legitimate aspirations of 
his own Division, and who is able, owing to the concentration of his responsibilities, to 
afford the tiim; to investigate on the spot problems as they arise, and consider before- 
hand with those most intimately concerned schemes lor future development within 
his area of (control. 

122, Consultation between the (.Commissioners as a body, under the Chief 
Commissioner, will, of course, take place whenever matters of general policy are under 
consideration. 

122), At the present moment there are eight dilferent Circles in India, each with an 
Engineering Inspector avIio is required to make a minute inspection of everv mile of 
railway in his Circle every year.’ We cannot believe that this amount of inspection is 
necessary, and we recommend therefore that economy be effected by reducing the 
Engineers’ circles to three, viz., the three divisions for which Commissioners will 
be appointed. It may, however, be necessary in one or more of the divisions 
to appoint in addition an Assistant Engineering Inspector. The monetary 
saving elfected can be utilised for the appointment in each of the divisions 
of an Inspector of Traffic who will work under the Commissioner of the 

1 One of tlie engineering inspectors is also Secretary in the Railway Depai-tment cf a Local Govern- 
ment. 'Phe Local Govei-nments have no control over railways. They have, and frequently exercise with 
advantage, the right to jiress local gi'icvaiices, and to repi-esent local requirements. But the position of 
an officinl, who spends part of his time complaining on behalf of one employer of the action, or inaction 
of the body tliat employs him for the remainder of his time, seems to us, to say the least of it, anomalousl 
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division. Sncli Inspectors are more especially needed at the present time. The 
railway machine is, as we have said, quite inadequate for its work. It cannot he 
brought to a state of reasonable efficiency for a good many years to come. lint from 
our own observation, and from such comparisons as we have been able to mak(‘ 
between one railway system and another, we are persuaded that, if the operating 
methods of the least efficient line were brought up to the standard, not of ideal 

perfection, but of the most efficient operation existing in India at the present 

moment, considerable improvement in service would ])e effecttnl. 

124. The changes and additions we have proposed in the headquarters establish- 
ments will involve some additional expenditure, possibly something like 25,OOOL or 
30,000L per annum. The oxpendituio is necessary, and is in the interest of true 

economy. It will be offset to an appreciable extent by the saving of clerical 

labour and printing which will l)e setmrod by the i*eforrn of the existing accounts and 
statistics, as recommended later in this Chapter. The present emoluments of railway 
service in India, whether at headquarters or in the management of individual 
undertakings, are entirely inadequate. Perhaps we shall best make clear th(^ 
situation if we say that the highest salary paid in the Indian railway service to-day \> 
hardly more attractive than that of the head of a sub-department on a big Englisli 
railway, such as the Deputy Goods Manager, or Outdoor Superintendent of th(* 
Line. To expect that at this price the Indian railways will ol)tain the services of 
the right class of men is to expect the impossible.' We do not think that Indian 
opinion will grudge to pay adequate salaries for elhcieut service. 

I2t5. We must now deal in somewhat more detail with the relationship which 
should in future exist between the reeoitstitnted Railway Department, and the authorities 
above it on the one hand, and the railway management responsible to it 'on tlie 
other. In dealing Avith th(^ first half of this question it is impossible for ns to avoid 
touching upon the field of general politics. Hitherto, the Government of India ha^ 
had to carry out instructions of the Secrclarj^ of State. And the Secretary of State, 
from the fact that his salary was paid by the Indian taxpayer and not included in 
the Englisli estimates, though of course he could be made ultimately responsible 
to Parliament, occupied a semi-autocratic ])ositiou. Since the Government of India 

Act came ijito effijct at the beginning of _JL92J the position is entirely changed. 

The Legislative Assembly, three-quarters of whom are elected by popular vot(‘, 
have now large control, both of legislation and administration, and in particuiai 
have the control of expenditure through their power to refuse to vote the items in 
the Piidget, subject to the reserve power of the Governor-tJoneval in Council 
to reinstate any item struck out if in his opinion it is essential to th(^ 
discharge of his responsibility. This great constitutional change must modify 
profoundly the responsibility of the Secretary of State for the management of Indian 
railways. For Ave may assume that he Avill hesitate either to veto expenditure Avhich 
the Legislative Assembly has sanctioned, or to enforce expenditure for which they 
have refused to find the money. On the other hand, Parliament, Avhich h.is taken 
'Over the India Office A^ote and established a periiiaiient Joint ('ommittee of the two 
Houses on Indian Affairs, must l)e assumed to intend to exercise in future through 
the Secretary of State supervision over the broad policy of the Indian Government. 

I2t). But ill any case, and apart from constitutional changes, it seems to us that a 
revision of the powers reserved to th(‘ Secreta ry of State in respect of railway 
management is overdue. We have had aiT opporinniiy oi y^ernsing the Despatched 
and th(5 cable In^ageiToii railway subjects exchanged between the India Office and 
the Government of India since January 1920. They are numerous ; they are 
voluminous ; and not a few of them are con cerned with quite petty details. We have 
found, for instance. Despatches adclr^ed byTEiTBecretaiy of State to tIfeTiceroy in 
full official form dealing Avitli matters such as the following : — 

Despatch No. 7 of 1920. Sanctioiiinpf gratuity to a travelling inspectf>r of accounts of jir 
amount proposed in Government of India, Finance Depaidment, Despatch No 446 of 6th Noveinhti 
1919. 

Despatch No. 11 of 1920. Repoi-ting re-engagement of an engine driNer as result of corre- 
spondence ending with a cablegi'am from the CJovcrnment of India. 

Despatch No. 2 of 1921. Sanctioning payment of a pension of Rs. 100 per month (say sO/. per 
annum) to the widow of an engine driver killed in an accident. 

^ We have i^eason to believe tliat recently iii more tlian one case railway agents have refused <o 
accept appointments to the Railw'ay Board, and that tw'o agents have resigned their railway posts to 
accept appointments elseAvhere, in Indian public service though not uiuler the Government of India. 
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We cannot believe It necessary to ei|iploy a Nasmyth hammer to crack such 
small nuts as these. 

We assume that in i'liture the Railway Commission will he responsible for its 
awn administration ; will itself fix scales of pay and conditions of service for its own 
staff, and lie free to engage and dismiss them as it thinks pjoper ; will prepare its own 
programme of work and expenditure ; and within the limits of its budget, as approved 
by the Government of India and the Secretary of State and accepted by the 
Legislative Assembly, will carry it into effect; that, in a word, though remaining 
an integral part of the Government machine and subject to control on broad questions 
of policy and the major questions of finance on which policy must depend, it 
will be an independent administration. 

128. We now turn to the relations between the Railway Commission and the 
nianagements of the separate railways. Roth in reference to lines directly managed 
by tlie State and those managed by companies we recommend that the control in 
matters of detail l)e relaxed as far as possible, in order to eliminate constant references 
for sanction to the Commission and to leave to each official — whether an agent or 
one of his subordinates — unless for special reasons, the same amount of freedom in 
incurring minor expenditure or in dealing witli his staff as would be left to a 
corresponding official under ordinary company management. 

(l29!^lhere are, liovvever, important respects in which the existing organisation 
does nOtprovide for the exercise of adequate general supervision and control over the 
railways. f>oii()mical inilway manage ment cannot b^ensm;ed wijhaul4t.pix)^^ 
o f ra ilway acconntingT^A part trom a mere'aiTdit check oF receipts and disbursements, 
a railway reqiiTfehalarge number of finaneial leturns of various kinds : not in order 
to say wlietlier expenditure incurred has been duly autliorised, or leceipts duly 
accounted for, but to say whether expenditure is being wisely incurred, whether 
retrenchment of habitual expenditure is jiossible under one head, whether new 
expenditure under another is proving profitable, or even whether a larger expenditure 
would be likely to he fruitful; and so on. These are not matters to be left to an 
outsider. A practical railway man who knows what Ik' is doing in the present, and 
what ehuDg<’S he is meditating for the future, is alone comp(,*tent to ])reKcribe and to 
make ns(' of returns of this kind. But th<^ ac(.‘ountiiig staff controlling the Indian 
railways, from the Accouiitant-(ienm-al (Railways) at Colhi down, in tlie case of the 
State managed railway, to tlie latest joined ch'rk in a local office, are officials, not 
of the Railway Board, but of the Finance Itepartment. No doubt these officials 
gradually get to see the railway point of view, but they must be guided by rules 
laid down by the Finance Department. fram(;d largely in vif'w of th(‘ reqniremeuts 
of the non-commercial departments of Ooveruinent. 

130. At present the railway accounts are very complicated ; some portions are 
produced in different forms for the use respectively of the Railway and of the Finance 
Department. And when, as has happened in the case of the Committee, enquiries are 
based on the statements made in the Railway Administration Report, and reference 
is made to the corresponding portions of the Finance and Revenue Accounts of the 
Government of India, there is great difficulty in reconciling the two sets of figures. 
We are quite sure that, if the whole matter were under the control of a single 
department, simplifications could lie introduced which would not only make the 
accounts more intelligible, but result in considerable saving of expenditure. The 
Report of the Auditor-General would continue availal)le as at present to secure th^ 
financial rectitude of the Railway Administration. 

131. We recommend that tlie Railway D epartment jslumld. be responaibk-forita own 
accounCs-u., We do not exclude, of course, siidi independent and separate audit as the 
Government of India may think proper to make, on the same principle tbgt obtains 
in any commercial company, where the shareholders appoint an outside firm of 
accountants to check and report on the lxx)ka which are kept by the servants of the 
directors, the ordinary accounting staff. We think also that the present form of 
accounts should l)e examined and reported on by experienced railway accountants 
convpi^sant with modem practice in England and America. 
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132. Statistics are closely connected witli accounts. In volume we l 3 < 3 lieve the 
Indian railway statistics surpass those of any otlier country.^ Their value is not 
proportionate to their volume. The present form ot‘ statistics was, we iTiiderstand, 
introduced about the year 1880, a period in railway history which may be described 
ns mediaeval. They have not been revised since. The Members of the Uailway 
Board are in full agreement with us in ihiidving that the .time for revision is overdue. 

It is admitted that the time of a large number of clerks is occupied in their 
preparation, and that much money is spent on their printing, and that when duly 
prepared and printed little use is made of them for any practical purpose. Further, 
we gather that these statistics are not always what they j^iirport to be, arithmetical 
calculations from accurately recorded figures ; that in some cases at least they are no 
more than computations of averages based on data inadequate both in width of scope 
and length of time. 

133, Adequate statistics are urgently required, not only to enable the Railway 
Board to control the management of the railways for which Jt is responsible, but to 
enable the managers themselves and their otticials t^) see how the work which they 
are doing compares with the work done elsewhere ; and also to see that they are 
not retrograding, but improving in etticiency year by year. Such statistics are not 
produced for Indian railways. In some cases, hut not in all, useful (;omparative 
figures can be (‘Xfracted from the tables furnished in the j)resent Administration 
Report, but they are not given, as they should be, as eomparisons in the Report itself. 

A keen manager of an individual railway may extract such comparisons for his own 
use; but they remain available for Inniself alojie. Other juanageis, in ignorance of 
what their neighbours have accomplished, lag far behind the achievement which they 
might reach were they stimulated by knou ledge of th(^ results attained elsewhere. 
Moreover, if the railway statistics were adequate and if the members of the Railway 
Board themselves had leisure to study them, and then apply the results they had 
ascertained to the case of an administration that nas backward in improving the State 
property entrusted to its management, we are persuaded not only that more traffic 
could be carried, even with existing facilities, but that State profits would b(‘ largely 
increased. 

(T34) .As for the form of the statistics, it is clear that it is in need of radical reform. 
ifiiinaTllKe India, has a large number of railways, belonging to the State but managed 
separately. Some 10 years ago the Chinese Covermnent saw tin' need for appointing 
a Commission to lianiKuiise and amplify the statistics fninislied by the separate 
managements. After long and careful investigations the Commission reported, and 
new forms of statistics were drafted with the assistance of an expert statistician of 
the highest reputation, who for many years had been in charge of the statistical 
branch of the Interstate Commerce Commissiou of the United States. The Annual 
Report of the Cfiiiiiese ( lovermnent Railways, of which five issues have now appeared, 
is a model of its kind, proliably more np to dace than that pi-oduced in any other 
country in the world. On empiiry at Delhi we were told that knowledge of its 
existence had not yet reached the office of the Railway Board. 

135. There is another reform which is urgent. Wo ilo not think that the_ordii iary Civil 
£ivil Service Regulations and practice are su itable for application hi so specialised a Seivuv 
concemliT~a railway.” The relationT*T)et\yoen tlie emplojw ancT the stall* should bo 
iT I?mifcnTnTty'~~w i th ordinary coiimie r cial .jpractFce.i " "1 ii“ par tic ula r , the we i g ! 1 1 
4 ittached to seniority in the appointment of men in the State railway service to 
vacancies is at present too great. We have had brought to our notice cuhcs where StMuority. 
an officer, with only quite a short period of service before his date of retirement, has 
made good his claim to be transferred from his own railway to anothei- State railway, 
where the corresponding grade carried a slightly higher salary, on the ground of 
seniority. Again, there have been easevS where an officer of high ])roficiency in Ins 
own technical branch on one railway has been transferred to another railway as agent, 

^ The voluminous nature of these may he judged by a single instance. There is in Kathiawar an 
entirely unimpoHant narrow gauge railway, 58 miles in length. We liave extiucted from Vol. 11. of the 
Administiution Report the information furnished in I'espect of this mi I way. It ixicupies 21 pages of 
typewritten folio ; and is given in as full detail as though this little line was a main lin^ system. It is, 
for instance, recorded that, during the year, the railway raised Re. I fi-oin the cairiage of beer, Rs. 5 
from the carriage of engine parts, lls. 8 from the carriage of silk ami the same sum from tlie caniage of 
xjigai’S, 



Need of 
more con- 
trol in 
essentials. 


Less inter- 
ference with 
details. 


Closer touch 
with public 
opinion 
needed. 


46 

though lackiug in general adminisirativ^e experience. Transfers such as this do not 
promote efficiency.^ 

136. We have been frequently told by the advocates of company management that 
rigid regard for the claims of seniority, and the consequent shifting of men from posts 
for which they are suitable to others for which they are not, is a necessary concomitant 
of State management. We can see, liowever, no causal relation between one and the 
other. Whether this practice is proper in ordinary Government service is not a 
question for us. When the railway administration has attained independence and 
has established the necessary machinery for closer local supervision, it ought not to be 
continued so far as railways are concerned. So injurious is this system, that, if we 
had believed it must necessarily be permaiient, those of us who have recommended 
the adoption of a State management policy would have hesitated longer before doing 
so. We may add that experience in India has not shewn that selection by company 
boards of their chief officials is always successful. 

137. On the State railways the Government has a free hand. It can delegate or 
retain powers as it thinks fit. It can even on due cause shown distinguish between 
the powers granted on one system and on another. It can instruct the agent to 
carry out works or to spend money as it sees fit. Hut with the railways of tlie 
Guaranteed Companies the position is different. They have contractual rights which 
must be respected. Broadly, the Government can oidy prevent ; its power of 
initiative is strictly limited. The Government can order a company to execute works 
or to adopt methods required in the interest of safety ; but not if they are required 
only on grounds of convenience or of economy. In the latter case they can suggest, 
but could not enforce if the Company were to refuse. 

138. Sometimes the Government cannot even prevent. It cannot, for example, 
prevent the appointment or the retention in office of an unsuitable officer. We 
think the Railway Commission must have some control over the ap]3ointmeiit and 
retention of the principal officers, and more power than at present to initiate and enforce 
reforms, possibly with some such appeal on the grounds of reasonableness, where they 
imply the expenditure of considerable sums of money, as is provided in the Railways 
Bill, 1921, now before Parliament. But we have no doubt that, if the Companies 
are taken into consultation on this subject, a satisfactory agreement can be come to ; 
and that they will be ready to accept the possibility of control exercised occasionally 
in extreme cases in return for release from constant and irksome interlerence with 
everyday details. The Government has in its contracts with the various Companies 
power in the last resort to act by legislation. The contracts provide that — 

“ No claim shall be made upon the Secretary of State by the Company for 
compensation in respect of the prejudicial effect upon the undertaking or 
the profits thereof of any Act [of general applicability®] of His Majesty’s 
Indian Legislature for the time being- in force, and the Company and the 
undertaking and its equipment shall be subject to the provisions of every 
such Act.” 

139. So far we have dealt with the working of the administrative machinery. 
But this machine is at the present moment, and must, as we have said, continue 
to be for some years to come, worked mainly by non-Indian officers. Witness after 
witness representing Indian opinion has complained that the Indians have no voice 
in the management of their own railways. We think that no scheme of reform 
can attain its purpose of fitting the railways to the needs of the Indian public unless 
that public has an adequate voice in the matter. Control in the strict sense of the 


* In this connection the following extiuct from the record of Sir William Meyer’s evidence may be 
quoted 

{Chairman.) “ I was reading the other day Lord Haldane’s evidence in connection with the 
constitution of a theoretical Government department . . . and he said the proper system to adopt 

was seniority tempered by a veiy stei-n and rigorous rejection. How does that appeal to you as 
a pi'inciple r' 

( Wit7ie88.) “ I think seniority tempered by the i*ejection of the unfit is very good, and, indeed, 
essential until you get to what you call the administi’ative grades in India — the biggest appoint- 
ments in any service. There, T think, you ought really to go by selection. Of course, seniority 
will ahvays have some weight. You could not upset tlie service entirely by taking quite a junior 

man . . . .” 

* These additional w'ords appear in the contiiicts of some companies. 
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word, the i^ower, that is, to give orders to the Railway Executive, Indian opinion 
can only exercise through its constitutional mouthpiece, the Legislative Assembly at 
Delhi. Rut though control is reserved, it is possible for bodies representing the 
public to exercise great influence. In no country was the control of railways moi'e 
autocratic than in Prussia. Yet it would be probably true to say that, in the 
generation before the war, the railways of Prussia were subject to less hostile 
criticism from their public than those of any other country. In Prussia there was a 
carefully planned system of railway couikuIs, a single national council, and a number 
of local councils. They consisted of representatives of the Departments of State 
specially concerned with railway matters, associated with a majority of members 
nominated by the Chambers of Commerce, Chambers of Agriculture, the great 
municipalities, and similar bodies representing the public. They had no powers. 

But they had great power. They had a secretary, and met at stated intervals Avith 
an agenda on which any member could put down any subject for discussion he thought 
fit, and on which the railway officials put down any subject, such as changes and 
improvement in train services or alterations in rates for and classification of 
merchandise, which concerned the public interest and convenience. The railway 
administration, so it has been reported, very rarely acted except in accordance with 
the views expressed by the councils in all matters within their competence. 

140. We understood from the Indian witnesses that they would welcome the tVnti-al 
establishment in India of (Councils, Central and Local, with substantially similar 
constitutions and functions. We propose that there should be a Central Advisory ^ 
Railway Council, meeting perhaps at Delhi at the beginning, and towards the eml, 

of the cold weather, and that it should be of a manageable size. 

141 . We give in a footnote^ below the conslitniion of the Railway Council which has 
just been established in Poland. It will he observed that, like the Prussian Council and 
the corresponding Co mite Consultntif des CJiemins de fer in Prance, it is quite a large 
body. We are inclined, however, to think that in India it would be well, at least in the 
beginning, to constitute a CVnincil on a smaller scale Avith a membership of not more 
than 27) in all. The Member for Communications would of course be Chairman (jf 
the Council, and his duties in that capacity would be amongst the most important 
functions he Avonld have to discharge. The AAdiole of the (bmmissioners should, if 
possible, attend the meeting, bringing Avitli them any other officials whose presence 
is required ])y the business in hand. Tlie Commissioners should, in our opinion, 
be free to speak, but should have jio vote. Tlio Council should include represen- 
tatives of the Departments of Commerce and Industries, Agriculture, and possibly 
some others. One-half of the non-official members should be nominated by 
the leading commercial and industrial associations, both European and Indian. 

The other half should be representative of rural interests and of the Indian travelling 
public in different parts of the country. In the absence of any prominent associations 
definitely identified with these interests we think this object AvouJd best be attained 
if one representative were appointe<i by the Legislative Council of each of the 
provinces, not necessarily from amongst themselves. 

142. All the railAvay officials to whom Ave put the question expressed themselves l^omi 
as ready and willing to Avork Avith Ix)cal Advisory Councils and endeavour to make 
them a success. These Councils should, Ave think, be sonieAvhat similar in constitution 

to the Central Council, and, perhaps, half the size. There might be either a loi-al 
Council at each of the railAA^ay centres, at Avhich the Agents of all the raihvays having 
their headquarters there would be present, one of them taking the chair ; or on the 
other hand, there might be a Council for each raihvay, meeting at the headquarters 


^ Cofmtitutioii of the Polish Uoilway Co.'ucil. 

(1) RepreseiitativeR of the Ministries of Trade ainl Industry, Agriculture, Posts and Telegi’aplis, 

Finance, Public Works, Food, and Military Affairs, who will be appointed by the corre- 
sponding Ministers, one for eacli Ministry. 

(2) One representative of each of tlie ten largest towns in Poland to be appointed by the corresponding 

City Councils. 

(3) Sixteen representatives of industrial and commercial associations. 

(4) One representative of each milway directomte. 

(5) Six expei’ts to be appointed by the Minister of Railways. 

(6) Representatives of other Ministries, at the invitation of the Minister of Railways, if inattei*s 

concerning such Ministries are under discus.sion. 
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of that railway, in which case one Agent only would take partJ This is a inatteir 
which may well be settled by discussion with the local interests specially concerned. 
But we tliink it of great importance that these Councils shoidd be established as 
soon as possible. The Indian jHiblic is deeply and justifiably incensed by the conditions 
to which both passengers and traders have long been subjected ; and it is desirable 
that their representatives should at the earliest possible moment be acquainted with 
the steps that are being taken for the redress of their grievances. 

with 1 13. One other point shotdd be added. I'he wdiole administration of railw'ays is, aa 

\u\ we have said, with quite unimportant exceptions, a subject reserved for the Central 
Government. But Tjocal Governments are much more closely in touch with the local 
population, especially since certain departments of local administration have been 
entrusted to responsible Indian Ministers. We think that tlie Local Governments 
should be represented on the local Bailway Councils, whether by an official or by an 
unofficial nominee it wdll be for them to decide. Further, w'e have been told that 
two Local Governments, those of the Punjab and of the United Provinces, have 
recently established Boards of Communications, anrl from w^hat we have learned of 
the success of these Boards we think that the example is likelj’^ to be followed 
elsewdiere. 


^ 111 tlie latter case wa think tliat the North-Western Railway should establish a second (’ouncil at 
Karachi, ^^hich is rapidly growing, is in a different Province, and has intemsts distinct from Lahore. 
Thei’e is much to be said also for a Council at Cawnpore 
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CHAPTER V. 

Rklations betwekn Railways and tbeir Customers. 

141. The fourth paragraph of our Reference instructs us to report “ whether tbe 
** present system of control by Government of rates and fares and the machinery for 
‘‘ deciding disputes between railways and traders are satisfactory^ and if not, to 
** advise what modifications are desirable.’* The fifth paragraph instructs ila ** to 
make recommendations that may seem germane to the enquiry.” We therefore 
propose in this section of our Report to deal with the question of the relations between 
the railways and their customers, whether traders or passengers, as a whole, and 
not to confine ourselves to the two special points of charges and disputes. 

145. We have at various stages of this Report called attention to the very close 
and detailed control exercised by the Government of India over the manageinetit of 
the Indian railways. In the matter of fixing rates and fares, on the other hand, there Raters and 
IS left to the Companies a large measure of freedom. fares. 

14G. The Government’s right to control rates and fares is embodied in thi6 CompunieH* 
following clause in the contracts with the various Companies : — existing 

‘‘The Secretarj' of State shall from time to time authorise maximum and minimum 
rates within which the Company shall be entitled to charge the public for 
services rendered by way of, or in connection with, the conveyance of 
passengers and goods on the undertaking, and shall prescribe the several 
classes and descriptions of passengers and goods to which such rates shall be 
respectively applicable.” 

In practice the Government exercises this right by framing a classification and 
fixing maximum aud minimum' rates, usually in the relation of about three to one, for 
each class. In the case of railways w’orked by the State, the permissible limits of 
charge are prescribed in the same manner for the guidance of the Agent. Now 
fixing niaximuin and minimum rates does nothing to protect the trader from 
what is known as undue preference, that is, charging in one place or on one 
class of traffic rates unreasonably disproportionate to those charged elsewhere or to 
other competing traders. There is a nominal protection against undue preference in 
the provisions of the general Railways Act, 1890. But the enforcement of tlie remedy 
under this Act involves the setting up of a special court to try each individual case, 
and this procedure is so cumbrous and inapt that in fact no court has ever sat. 
Allegations of undue preference are frequently made and have been strongly urged Need foj* 
before us. If a cheap and expeditious tribunal were established to try such cases greater 
we have reason to believe that not a few complainants would appear before it. Under 
present conditions it is only natural that many traders nourish a sense of grievance 
which on investigation might, in some cases at least, prove to be unfounded. 

147. Our attention was called to the fact that the contracts of the most importdnt 
Companies appear to give to the Secretary of State further control over ratds and fares 
than is given by the clause which we have quoted. In their case there is an 
additional section of the clause after the words cited which runs as follows : — 

“ as well as the extent to which, within the maxima and minima so authorised, 
the Company may vary the said rates in respect of the distance or weight or 
special conditions under which such conveyance takes place or services ai'e 
rendered.” 

When w^e were in Delhi we discussed this matter with the Railway board, and invited 
their opinion as to the effect of this additional provision, in respect of the Companies 
in whose contracts it appeal's. They informed us that their opinion, after taking legal 
advice, was that these words did not deprive the Companies of the legal right to vary 
rates at their discretion within the prescribed maxima and minima. The Board have 
naturally acted on this interpretation of their powers. But we are not wholly satisfied 
that their view is correct. The clause is badly drawn, and legal authorities in 
England whom we have consulted have difficulty in interpreting it. But we have no 
doubt what its intention was. It was meant, in our opinion, to give power to the 
controlling authority, not merely to fix the maximum and minimum of each class, but 
to say what consideration should be given to length of haul or size of consignment or 
other special circumstances in varying the rates within these limits. 
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148. Whether, however, the clause, if tested by legal proceedings, would be 
found to have the elfect which we believe it was intended to have, is not of great 
consequence. We have no doubt whatever that further power to control rates ought 
to exist and be exercised by some appropriate public authority. We believe that the 
clause cited in para. 138 of the Report, which exists in all contracts, and provides 
in effect that every Company shall be liable to have its position modified by subsequent 
Acts of general applicability, enables the Government to confer such power upon a 
competent authority. 

149. Tt is an Indian grievance of old standing— it was voiced in the Legislative- 
Assembly at Delhi in 1915 by a distinguished Indian, now a Member of the Executive 
Council of Bombay, Sir Ibrahim Rahimtoola— that the railways fix their rates to suit 
tlieir OAvn pecuniary interests — if indeed it be not to suit the interests of European 
merchants — regardless of the effect oF these rates on the native industries of India. 
And we have no doubt that the charge is accepted as proved by a large proportion of 
Indian traders. 

150. Charges based upon motives are difficult to prove or to disprove. It was 
not our duty to investigate specific cases in detail, nor would the time at our disposal 
have permitted us to do so. Unquestionably, low exceptional rates exist for traffic to 
and from ports, especially the great ports of (Calcutta and Bombay. But exceptional 
rates such as these exist in every country, and are there justified on the ordinary 
grounds, Jiot only of the economy of handling goods in large volume, but also of 
competition between railway systems serving the same distributing or consuming area. 

151. In one respect, at least, the Indian railways have refrained from following the 
accepted railway practice in other countries. It is usual in most countries to concede for 
export traffic through a seaport rates which are not available to that seaport for local 
traffic ; and vice versa, in countries which adopt a Free Trade policy, to fix lower rates 
for the carriage inwards of goods imported through a port than for goods produced 
locally at the port town. This practice is not, so far as we have been able to 
ascertain, followed in India. Bom))ay receiv(is from up-country large quantities of 
raw cotton, i:)art of which is worked up on the spot and part exported. Similarly, 
Bombay distiibutes to up-country points large quantities of cotton cloth, part of it 
locally manufactured and part imported. The raw cotton rates down to Bombay 
port and to Bombay town are the same, and so are the manufactured cotton rates 
upwards. The same principle, we understand, is applied elsewhere, in the case, for 
instance, of the great Calcutta jute trade.^ 

152. Complaints are also loud and frequent from Indian traders in respect of 
what are known as “block rates.” The term is peculiar to India and needs 
explanation. A block rate, as we understand it, is a high rate quoted with the object 
of retaining traffic on the line on which it originates and preventing, or “ blocking,” 
it from passing off, after only a short lead, on to a rival route. Some Indian 
witnesses, however, use the term as meaning a rate which is higher because the route 
over which the traffic is carried is in the hands of two separate administrations. But 
this is in no way peculiar to India. Railways all over the world charge more i)er 
mile — largely because it costs more — for a haul of 50 miles than for a haul of 500 ; if, 
therefore, traffic is hauled in one case 500 miles over a single system, while in another 
case it travels 50 miles over one line and then 450 miles over another, the total charge 
in the first case will — other things being equal — normally be lower than in the second. 
No instance has been quoted to ns as existing at the present time of what would be 
a real block rate, ?.c., a rate from A to B for traffic going beyond B on another 
company’s system higher than for a rate from A to B for traffic which goes no further. 
Block rates have certainly existed in the past, and Indian popular opinion is fully 
persuaded that they are typical of existing conditions. One of these cases is so 
notorious that it deserves a paragraph to itself. 

153. AIx)ut 100 miles to the North of Bombay, Broach, a small but ancient port, is 
situated on the main line of the Bombay, Baroda and Central India Railway. In the 
year 1908 an enterprising Bombay firm started a steamer service between Broach and 
Bombay. The Bombay, Baroda and Central India Company found that a certain amount 

1 There was, we were told, a special export rate fer coal to Calcutta, but it has recently been, 
withdrawn. 
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of traffic was being diverted. They therefore appealed to the Railway Board, pointing 
out that, as the great bulk of the profits of the Company went to the Government, the 
Government was interested in putting a stop to this <Uversion, and they suggested that, 
in order to enable them to impose on the through traffic for the short distance to or from 
Broach rates sufficiently high to leave little or nothing for the steamer portion of the 
journey, the Railwa}^ Board should permit them to raise the classification of certain 
competitive articles to the highest class. The Board assented. In one case at 
least, that of sugar, the article was raised from the first class to the fourth ; in otlier 
words, the C’ompany’s power of charge was increased fourfold. The steamers 
withdrew Irom the unequal struggle, and the merchants of Broach not unnaturally 
protested. One sentence in the reply of the Railway Board deserves quotation ; — 

“ The contention .... is altogether opposed to the universally 
accepted policy which recognises that the unfettered freedom enjoyed by sea 
transport agencies in the quotation of rates entitles railway administrations to 
greater freedom when competing with water transport than is legitimate when 
competing amongst themselves.'* 

154. It is difficult to believe that the writer of the letter really thought that putting 
up railway rates to a prohiljitory point, with the object of preventing traffic ever 
reaching the water route at all, could be justified by the analogy of the normal practice 
of reducing railway rates to retain or obtain traffic which otherwise might be attracted 
to the water route ; but if there is any other instance in history where a railway has 
been authorised by the controlling authority to do what the railway company did in 
the Broach case, the Railway Board did not specif}^ it. The steamer service was taken 
off, “ killed,” said the merchants of Broach, by the block rates. Thereup<jn they 
petitioned that these rates, having served their purpose, might be withdrawn. The 
Railway Company refused to assent on the ground that there was still water 
competition maintained by country craft — small sailing vessels manned by Indian 
crews. Finally, the Government of Bombay intervener], as representing a public 
opinion which was becoming vocal, and then the Railway Board submitted and 
announced to the Railway Company that the exceptional increases in classification 
could no longer be sanctioned and must be withdrawn. But the Broach Iffock rates 
lasted from 1910 to 1919, and the memory of them is still green in the hearts of 
traders all over India. 

155. The Broach case, though the most surprising, is not the only instance where 
railway companies have been accused, in dealing with water competition, of going or 
attempting to go to a length wliich seems to us indefensible. In Madras our attention 
was called to three cases. Leading into Madras itself there is a canal, known as the 
Buckingham Canal, which was of considerable importance at one time, but whose 
traffic since the advent of a railway has greatly fallen off. It was admitted on behalf 
of the railway company that they put in exceptional rates so low as to leave to them 
a very small margin of profit in order to divert traffic from the canal. Evidence was 
also given of an agreement between the South Indian Railway and the Jjritish India 
Steam Navigation Company, the effect of which was to induce the Steamship Company 
to cease to call at certain small ports, and so leave to the railways a monopoly of the 
traffic. Again, a letter was submitted to us in which the Agent of the same railway 
put forward a proposal that the Government should entirely close the small port of 
Tirumalavasal, and so force the local traffic on to the railway of which the Government 
was the owner. We think this is eminently a matter to which the Communications 
Department, which, if our recommendation is adopted, will have charge not only of 
railways but of canals and ports, should direct its attention. 

156. We have discussed with very many witnesses, representing not only the Indian 
public, but the railway companies, what the authority to control rates should be. 
We have found a unanimous readin^-ss on both sides to accept the constitution of a 
new Tribunal, practically identical with that recommended for the same duties by the 
Rates Advisory Committee constituted under the English Ministry of Transport Act, 
1919, and accepted as satisfactory both by the railway companies and by representa- 
tive organisations of the traders in England. We recommend the establishment of a 
Ratefe Tribunal consisting of an experienced lawyer as chairman and two lay members, 
one representing the rauways and the other the commercial interests, with power, in 
any case deemed of sufficient importance, to aid two additional members, one on each 
'side. We do not think it necessary to go into the constitution and powers of the 
suggested Tribunal in any further detail. The proposals of the Rates Advisory 
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Conitnittee, which are the result of an exhaustive public discussion by all parties 
interested from all points of view, are emlx)died in Part III. of the llailways Act, 1921, 
just passed by Parliament. The clauses in Part III. raise all the questions in issue 
and are available for reference when the time comes for practical action to be taken 
in the matter. 

157. That the proposed Tribunal in England will not lack work is evident. It is not, 
however, possible at present to say how far this will be the case in India. We suggest 
that in the first instance the lay members of the Tribunal should be appointed, but 
only paid a retaining fee until it can be seen what the work is. We think, however, 
that the legal chairman should be appointed forthwith as a whole-time officer. The 
law of railway rates is not a simple matter. In addition to legal knowledge there is 
required a grasp of the economic principles involved and at least a general familiarity 
with geographical and business relations and the communities to which they are to 
be applied. Railway rates are not a subject in which, as far as we know, any lawyers 
in India liavo specialised at the present moment. There are not a few lawyers wha 
have so specialised in England. Bui to preside over an Indian Tribunal a chairman 
w^ould need both to lie a specialist in railway law and to be familiar with Indian 
conditions. It is evident that the Indian Railways x\ct, which dates from 1890, 
requires extensive revision. We consider that the lawyer ai)p.ointed as Chairman 
of the Rates IVibunal could not be better employed at the outset than in an examina- 
tion of the Act in the light of modern developments, both of circumstances in India 
and of legislation in other countries, and preparing for the consideration of the 
competent aiith(jrities the draft of a new Railways Act. 

Its juris- 158. The jurisdiction of the new 'JVibiinal should, we think, embrace all questions 

diction. of Rie reasonableness of rates even within the contractual maxima and minima, and 
of the conditions attached thereto, whether the question be the unreasonableness of 
a rate pc?' ae or its unreasonableness as compared with the rates charged to 
other persons or at other places in what are alleged to be comparable conditions. 
The same Tiibimal might have jurisdiction in resi'iect of the obligation to provide 
reasonable facilities, a matter which at present abo has to be detn'inined by a 
Railway Cominission. 

159. But both in respect of reasonable rates and reasonable facilities we think 
the dh'ibinial should be protected from being flooded with applications. We think 
that by a procedure analogous to that under section 31 of the Railway and Canal 
Traffic Act, 1888 (commonlv known as the Conciliation Clause), application should in 
the first instance be addressed to the Ministry of Communications. The Ministry 
should bring the two parties together, not necessarily, having regard to the great 
distances in India, face to face, but l)y the interchange of statements, and should then 
express its opinion on the merits of the dispute.^ 

160. We do not think that applicants should be prevented from taking their 
case to the Tribunal by the fact that the opinion of the Ministry was adverse to their 
claim. But the question should be considered whether fi’ivolous allegations should not 
be checked by requiring the deposit with the Tribunal of a certain sum — a figure of 
Rs. 100 has been suggested — to be dealt with at the discretion of the Tribunal. 

161. We recommend that in cases of importance, either by reason of the amount 
of money involved or because they raise a question of general principle, there should 
be an appeal. We suggest that it should lie to the Governor-General in Council — 
this is in accordance with the Canadian precedent. Leave to appeal might be granted 
either by the Tribunal itself or by the (lovernor-Qeneral in Council. 

162. A good deal of evidence has been given to us by Indian traders alleging 
grievances in respect of owners’ risk rates. The question is not peculiar to India. 
It is a constant source of disputes between railways and tradei*s in every country. 
We think a full investigation of the whole subject by the Tribunal would be welcomed 
both by the railways and the trading public. The Tribunal should decide for what 
articles in the classification “ owners’ risk ” rates should be quoted as well as “ railway 
risk ” rate^ ; what shall be the precise definition of the Company’s liability under each 
rate; and what difference in quantum between the two rates— corresponding to the 

* This was the practice of the Board of Trade for some year’s after the passage of the Act of 1888. 
Subsequently, however, th^ Board ceased to express an of)inion and mei’ely pi'esided over a discussion. 
If the discussion failed tp produce a settlement, the parties were left to their legal rights. With the 
change in procure the conciliation procedure lost a good deal of the value which it had been found te 
possess in earlier years. 
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'difference in the liability imposed on the railway undertaking — may reasonably be 
made. It is not, however, our idea that the tribunal should exercise the jurisdiction 
of an ordinary Court of Law where it is a question of fact whether goods have been 
lost or injured in transit, and, if so, at what precise sum the damages should be 
assessed. 

163. Closely connected with the question of risk rates is the matter of settlement 
of claims. Whether the cause be slackness or shortage of staff, there is no doubt that 
unnjasonable delay on the part of certain railways in dealing with damage claims, 
nnd their refusal to settle and pay even where the claim is undisputed, has caused 
deep and justifiable discontent.^ The claimant has, of course, his remedy ; he can 
sue in a Court of I^aw, where he will probably get judgment both for his claim and 
costs. But business cannot be conducted by law suit. AVe think the matter is one 
in which the new Ministry should take more inteiest than the Railway Board has done 
hitherto. If the Ministry were to call for returns showing how many cases are 
outstanding and for how long a period, and were to continue to call for such 
returns at frequent intervals, probably this would be sufficient to put an end to the 
grievance. Failing this, the closer supervision and additional powers we have 
suggested for the Railway Commission wdll enable them to take stronger action than 
perhaps has been possible liitherto. 

16-1 There is another matter which we think deserves much more attention both 
from the Railway Board and from the management of the individual railways than it 
lias hitherto received. According to the immemorial custom of the East, inferiors, after 
the manner of Joseph’s brethren who went down into Egypt, when they come into 
the presence of their superiors bring presents in their hands. Accordingly, it seems 
to have been usual in India, when the trader applied at a railway station for the use 
of a wagon, to pay some small fee, 8 annas (8d.) or Rs. 1 (]s. 4d.). In recent years, 
the supply of wagons being utterly inadequate to meet the demand —owing, like all 
the physical deficiencies of the Indian railways, to lack of funds —these sinall fees 
liave grown to portentous dimensions.* Evidence all over India has been given to us 
on the subject. Payments of Rs. 50 or Rs. 100 are apparently common. Rs. 200 
have been mentioned inoie than once. In one case we were told — and we see no 
reason to disbelieve the evidence — that Rs. 800 (say 50 guineas) were actually paid, 
to obtain a single wagon at a time when prices were fluctuating wildly ancl whim 
consequently heavy damages were liable to be incurred for non-fulfilment of contract. 

165. It is not too much to say that petty payments for wagons have now grown into 
a system of organised blackmail. The Railway Board and the railway officials, though 
they hesitate to admit that the evil is as serious and widespread as the traders claim, do 
not attempt to deny its existence. They deplore it, but are disinclined to accept 
responsibility. The practice, they say, can only be stamped out by convicting and 
punishing the bribe-taker. Jliis has been done in some cases, but not with sufficient 
frequency or certainty to stop the practice. If conviction of the bribe-taker in a law 
court were the only means of stopping the practice, it would evidently continue 
indefinitely. For normally the only witness against the bribe-taker is the bribe-giver, 
and as he is partieeps criminh and equally liable to punishment, he can harcTly be 
expected to come forward to give evidence. The practice must be stopped, not by 
conviction of offenders, but by prevention of the offence. And this we are convinced 
can be done as soon as the authorities are sufficiently in earnest about the matter. 
AVe feel that the evil would not have grown so serious if the Railway Board had 
appreciated its magnitude, and after a thorough investigation had grappled with it as 

^ Below is a coiiimtuiication received from a district whoi-e traffic is so scant that claim disputes 
might be expected to be of i-are occun*eiice : — ‘ 

“ It has come to the notice of the Chief Commissioner that there is the greatest difficulty in getting 
any claim, however petty, settled, and, even when the claim is admitted, in obtaining payment 
of the money. Since the 1st January last 40 notices of suit have been received by the Revenue 
Commissioner . . . from ti-aders in this Province, who have been unable to obtain settlement of 
their claims by other means. This number exceeds the total notices for the last three years 
and makes it appear that the machinaiy for the settlement of claims is gravely defective.” 

* ^'he trader, when the wagon which he needs is not supplied, undei'stands that shortage of wagons 
means thst the numlwr of wagons in existence is insufficient. This may be so or it may not. The 
trader may fail to obtaiu his wagon, not because the wagon is non-existent, but because, owing to 
inadequacy of running lines and of junction facilities or of marshalling sidings, it cannot be biwght to 
the statibu where it is i^nired. Ave have no doubt that the supply of wagons in India is at pi-esent 
imjaffioieut ; hut we think thAt the shortage from which the traders suffer is due moro to bl^ks in 
•circulation than tq ketaal insufficiency of numbei's. 
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a general question affecting all India and had insisted on reforms o[ the methods of 
ivugon distribution. 

1 66. Various steps have been taken in various places to deal with the matter locally. 
One official at least told us the methods l)y which he believed lie had stopped the 
practice in his own area. More tlian one trader explained to us the elaborate checks 
by which he had succeeded in securing for himself his fair allotment of wagons 
without giving bribes. Another witness, not a railway man, but a trader, suggested 
several expedients that would, he believed, greatly reduce, if not absolutely prevent,, 
corrupt allocation of wagons ; and the railway representatives who heard the evidence 
admitted that the proposals seemed worth a trial. We think it is the business of 
the railway authorities both to excogitate methods for themselves and to try harder to- 
enlist the help of the public. The matter is of serious importance. The feeling 
aroused is not merely one of resentment. One witness told us straight out that the 
reason the practice was not stopped was that the bribes do not stick to the hands of 
the subordinate to whom they are paid, but percolate much higher up through the 
railway service. It is most unfortunate that suspicions of this kind — and, however 
unjustifiable, they are as much to be expected as to be deplored — should be allowed 
to exist. The bitter feeling is not lessened by the fact that powerful European 
firms are believed to get without payment treatment at least as good as that which 
Indian traders say they can only get by bribery. We impute no blame, nor indeed 
did the Indian witnesses, to the European firms. Whether the reason of the distinction, 
which apparently does exist, is that subordinate officials dare not submit important 
Europeans to the treatment which they venture to mete out to their less influential 
fellow countrymen, we cannot say. 


Tlie thinl 
class pas* 
4<eng0r, his 
grievances. 


167. We received many complaints regarding the treatment of third class 
passengers. Their grievances are of long standing and have often been recognised. 
Stress was laid upon them by Sir Thomas Robertson in his report of 1903, and— more 
especially with regard to mela traffic —by the Pilgrim Committees of a few years ago, 
whose reports showed plainly that even with the insufficient means of transport 
available more might easily bo clone for the passengers’ comfort ; it might, for 
instance, be necessary in exceptional circumstances for passengers to travel in trucks, 
but the trucks could at least be cleaned beforehand. We may quote the following 
sentence from the letter dated 27th September 1916, from the Sanitary CommiBsioner 
to the Government of India, submitting the reports of the Pilgrim Committees : — 

“ The Government of India can hardly be aware of the amount of ill-feeling and 
ill-will towards themselves that these tw’o conditions (viz. (1), overcrowding 
of ordinary trains and pilgrim specials, and (2) the use of goods wagons to 
carry pilgrims) engender.” 


168. As voiced before us, the complaints of third class passengers still continue 
under the following heads : — 

(а) Overcrowding, to the extent at times of double or even more than double the 

approved carrying capacity. 

(б) Inaccessibility and insanitary condition of w.c.’s in third class carriages for 

long distance journeys. 

(c) Dirty condition of third class carriages. 

(d) Inadequate water supply on station platforms. 

(e) Inadequate food supply arrangements. 

(/) Inadequate waiting sheds or waiting rooms. 

(g) Insufficient booking office facilities. 

{h) Uncivil treatment by railway staff. 


169. In India, with its vast population, normally sedentary, l)ut at intervals — 
sometimes of months, sometimes of a year, sometimes of several years — flocking in 
enormous numbers to melas (fairs or fetes) or on pilgrimages to holy places, occasional 
overcrowding is inevitable. To construct and equip the railways so that on rare 
occasions they should be able to accommodate without inconvenience traffic out of all 
proportion to the normal is evidently impossible. And so long as the present 
shortage of funds persists serious hardship is unavoidable. But when it comes to 
overcrowding as a constant everyday affair, carried to the length that Members of the 
Committee have seen with their own eyes — ^passengers by regular trains perched in 
the luggage racks and in suburban services hanging on outside or squatting on the 
steps of the coaches, it is another matter. Serious measures must be taken to deal 
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with it. It cannot be clone away with till funds are provided on a scale sufficient to Alleviatiojis 
allow of railways being brought up all round to a much higher standard of efficiency. 

But even with restricted facilities something more might be done by measures such 
as borrowing stock to the utmost possible extent from other lines to meet exceptional 
local pressure, and by strict supervision of matters such as enforcing cleanliness and 
the provision of drinking water. We consider that in such ways as these the utmost 
-efforts should be made to minimise the inconveniences to which the lower class 
passengers are subjected. 

170. We were told by the Agent of the East Indian Jiailway that the Railway 
Board had recently disallowed any capital expenditure, even to provide such things 
as installation of additional water supplies or erection of waiting sheds, as they did 
not directly improve the movement of traffic. Whatever the shortage of funds, we 
cannot think that if an order so sweeping as this was given it was in the general 
interest. 

171. The view has been urged upon us that the third class passengers suffer 
relatively more than other users of the railways from the lack of adequate facilities, 
and tliat, though they contribute by far the greater .part of the coaching earnings and 
nearly one-third of the entire railway revenue, their requirements have received less 
attention than those of the organised traders and more vocal classes of passengers. 

There is a strong feeling on the part of the Indian public that the improvement of 
the conditions under which the mass of the passengers travel has a j^riority claim. 

172. Ill this connection we may refer to the existence on a few lines of a special 
class of official, known as Passenger Superintendents, who are engaged at some of the 
principal stations in looking after the comfort and convenience of the lower class 
passengers. These officials are usually retired Indian x\rrny officers, who give much 
.assistance to travellers. The evidence given to us shows that their services are 
appreciated, where they exist, and we recommend an extension of the employment of 
such officials. 
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CHAPTER VI. 


.Miscellaneous Cognate Questions. 

173. We proceed to deal with several matters of considerable importance wluch^ 
tlioiigh not falling within the four main heads of the Reference, seem to be strictly 
germane to oiir enquiry. The first has reference to the railways other than the- 
three State systems worked by the State, and tlie eight State systems worked by 
Guaranteed Companieg, which we discuss elsewhere. 

174. The Railway Administration Report enumerates no less than 174 railway 
undertakings, divided into 14 different categories. The divisions between the different 
categories are often very slight, resting on small technical distinctions. We do not 
think it necessary to reproduce them here. For the purpose of this Report it will be 
sufficient if we classif}'^ the 163 undertakings other than the 11 major railways under 
the same headings which we adopted in Part 1. of this Report : — 

A. — State lines worked by independent companies ; 

B. — Company lines worked by companies ; 

C. — Lines belonging to Indian States ; 

D. — Miscellaneous (branch and light feeder lines of various kinds). 

175. With reference to tlie railways in Class A (the Tirhoot State Railway, 
worked by the Bengal and North-Western Railway Company, and the Lucknow- 
Bareilly Railway, worked by the Rohilkund and Kumaon Railway Company), or 
those in Class B (of which the Bengal and North-Western and Rohilkund and 
Kumaon are the most important), we have no recommendations to make. 

176. Class C, the lines in the Indian States, belong usually, witli the important 
exception of one of the largest of all, that owned and worked by the Nizam ’s- 
Guaranteed Slate Railway Company, to the States themselves. Some of them form 
quite considerable systems. The total Indian State-owned mileage is 4,847, of which 
2,819 miles, mostly metre-gauge, are worked by the States themselves, and 2,028 
by the adjoining main line administrations. Iffie Government of India exercises 
certain powers of control in matters relating to public safety, and also over the 
adoption of new routes. But speaking broadly, these undertakings enjoy a 
laree measure of independence, secured to them by the treaties between the Govern- 
ment of India and tiie several States. With the rights so secured there cau, of course, 
be no question of interference. But a glance at the map of India is sufficient to show 
that the Indian States are scattered all over the country, and that main line construction 
must be turned aside from the route which physical and commercial geography w'ould 
naturally suggest, if the frontiers of InjJian States are to be regarded as inviolable. 
It has not been suggested to us that the States have show^n themselves as in any way 
unreasonable in the past, but it is manifest that there must frequently bo room for 
differences of opinion on questions of alignment of railways affecting the States ; and 
we think that, when the Railway Commission finds itself in financial circumstances 
which make it possible to take up long postponed projects of extension and new 
construction, the relation between the railways belonging to the Government of India 
and the railways belonging to the Indian States will have to he reviewed from the 
broad standpoint which we have indicated. 

' 177. Class D, which we have described as branch and light railways, consists 

mainly of sniall feeders of the main lines constructed under what are known as Branch 
Line Terms. These terms in essence involve, either that the State guarantees a minimum 
return on the capital, or, alternatively, undertakes that the line shall receive out of 
the earnings of the main line from traffic contributed by the branch such a sum, 
known as a rebate, as will make up the total earnings of the branch to a given sum. 
The branch in each case shares with the main line any profits exceeding the 
guaranteed minimum. This method of encouraging the construction of lines 
admittedly required to serve local needs, but for which the Finance Department declined 
to furnish the capital, was first adopted 28 years ago. It has enabled lines to be 
built which would otherwise not have been built, and has thereby helped considerably 
to develop the country. The method, as far as we can see, has no other advantage. 
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iiieut. Some part of it iy merely u capitalisation of tbe goodwill created under 
the original coutrac't Ly the joint efforts of the owning Company and the guaranteeing 
<"tovernmcnt. The proposition was worked out in this way : llie Government 
acquired the undertaking of a given Company for, say, 1,000,000/. The under- 
taking had been earning on the avei*age of the last five yeai-s a net revenue of 
100.000/. Ill other words, <‘apiialiBed on a 5 per cent, basis, the property was worth 
2,00(),(XK)/, When it came to fixing the respective capital of the two parties to the 
new contract, on the basis of which the surplus profits were to be divided, the 
Secretary of State’s capital was assumed to be not the l,00(),f)00/. cash which he had 
jiuid, but the 2,000,000/. which the asset was regarded as worth ; while the amount 
])ut in by the Company w«is taken to be not more than the cash capital which 
its shavoliolders subscribed. In a word, the Secretaiy of State acquired the 
property out and out, and the goodwill, realised by the joint efforts of the old 
Company and the owning Government, passed with the physical assets, llie new 
contract was given to a Conijiany uliich, though it had the old capital, the old directors, 
and the old shareholders, was regarded as a new Company starting de jtovo with no- 
inhei-itance of the gootlvvill partly due to its former efforts. 

195. Under the existing contract the share of the East Indian Company in the 
surplus pi-ofits has been reduced almost to a vanishing point. In the words of the Agent 
of the Itailway : ** to afford the deferred annuitants an extra shilling per cent, per 
“ annum I must either effect economies or increase earnings by Rs. 40 lakhs (say 
250, (KK)/.) in tlie year.” 

191). From this brief recital of an exceedingly complicated story two broad facts 
stand out. The one is that the entity known as the ICast Indian Railway Company is 
not, in the ordinary sense of the word, a railway company at all. Not only does it not 
own a mile of railway nor a single engine, but it is not joint owner even to an 
infinitesimal extent of the East Indian Railway undertaking. The East Indian 
Railway belongs, lock, stock and barrel, to the Government of India. If, on the 
termination of the late^t contract in llfe4, the Secretary of State declines to renew 
the contract, the Company merely expires. It hardly seems to need to bo w'onnd up, 
for it will possess no assets. The quasi-shareholders, the deferred annuitants, will 
revert to the position of ordinary annuitants. If the Company survives, it wdll only 
continue to exist as a machine for the distribution to the annuitants of the annual 
payments due to them. 

197. We have describeil at some length the position of the East Indian Railway, 
as it i.s both the earliest and most important of the guaranteed companies, ami 
though the process of the extrusion of the private investor has been carried further 
ill the case of that lailway, the East Indian position is practically typical of 
the whole situation of all the other guaranteed companies. It is true that in 
no other ease have the shareholders so small an interest in the profits of tho 
undertaking, for the share of surplus i)rofitB receivable by the other companies 
ranges from one-twentieth in the case of the Great Indian Peninsula Railway to 
Slightly more than one-third (Jf) in the case of the Burma Railways, But of all it 
is true that the so-called shareholders have no share of the assets of the undertaking. 
The difference between the East Indian Railway and the other guaranteed companiea 
is that whereas the share capital of the East Indian has already been commuted into 
annuities, the other companies still retain a share capital which has to be repaid to 
them when their contracts are terminated. 

198. We have pointed out that a shareholder in an Indian guaranteed railway 
company is not a railway shareholder at all as the word is commonly understood. 
We find that th(‘ debenture holder of a guaranteed railway occupies an equally 
unusual position. His security — the guarantee of the Secretary of State — is 
doubtless ample ; but it is not wliat it would naturally be supposed to be. 
Normally a debenture liolder has a charge on the undertaking to which he lends 
money, and can enforce his rights either by the appointment of a receiver or by 
foreclosure and sale. The debenture holder of an Indian railway has no such charge. 
Tlie company to ^yhich he lends money is not the owner of the undertaking ; he has 
only a personal contract with the owner of the undertaking, the Secretary of State, 
What happens is this. The prospectuses of all the debenture issues that we have seen 
state that the money is “ required for the general purposes of the Company.” The 
subscriptions are actually paid into the Bank of England, by or on behalf of the 
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Company, to the credit of the Secretary of State. Tf the Company is in debt to the 
Secretary of State for advances, these advances are written down in liis books by 
the amount of the new issue, but the actual cash received remains in his possession. 

A witness described the procedure to us by saying that the Secretary of State acts 
as, in a sense, banker to the (iJompany. Seeing that the Secretary of State holds 
the money in liis own name; that the Company have no power to touch it without 
hie consent; that in fact he frequently applies it to expenditure on another 
railway ; and that, even on the undertaking of the issuing company, the money can 
only be spent when and to such an extent as the Secretary of State permits, an<l on 
works which he approves, it does not seem to us that the use of the term “ banker" 
is ready helpful in understand ing the actual facts of the case. 

190, T he contract with the East rndiaii Railway Company, as we have said, expires Dates when 
in 1024; that with the Creat Indian Peninsula Railway, the next largest company, in eontracts 
the following year. The contracts with the remaining six guaranteed companies are 
terminable by the Secretary of State at various dates, ranging from 1028 in the case of 
the Jhinna Railways Company to 1950 m the case of the Pengal-Nagpur. In none of 
these contracts is there any option reseived to the Secretary of State to resume 
possession of the railway on previously agreed terms at any time during the currency 
of the contract. The contracts vary ^vi(le]y in terms, linancial and other, and also 
in period of duration. Put their essential quality is the same throughout. The 
nominal shareholders have no share in tlie property of wliicli lliey are called 
shareholders ; the nominal delienture holders have no cliarge upon the propin-ty 
under whose name their debentures are issued. 


200. The total itiv('stm(;nt in the undertakings of the eiglit guaranteed companies Proportimi- 
is 261 ,(>75,000/. The subscribed sliare capital of the eight companies (including tlie ate invest- 
“ deferred ” nnnuitanis of the East Indian Railway) is 2-!/»20,.>0()/. The balance 
237,055,600/., is loan capital and Coverninent capital invi'^tecl either at fixed interest pauv. 

or on profit shaiing terms.' It will be seen that ev(‘n if the investment of the 
shareholders be regarded as railway share capital in the ordinary sense, the 
guaranteed shareholders’ interest in the whole of the eiglit undertakings amounts to 
less than 10 per cent, of the total invested capital. 

201. We have in the foregoing paragraphs briefly described tlie position which 
the present guaranteed cornpani(*s now hold in regard to their financial relations to 
the State — the owner of the railway ; and we liavi' shown that the companies have 
acted only as agents of the Secretary of State in the raiding of capital by means of 
debentures which in fact liave been merely State loans under another name. 


202. With the pei mission of the Secretary of State tiie capital of the siweral Com^iaiuea 
■companies co>dd have been increased, and although Sir Thomas Robertson in liis not allowed 
Report of 1903 recommended that the companies should be allowed to obtain a larger 
interest in iheir undertakings, a recominendatioii which was renewed in the Report ‘^^i*** 
<)i tlie Committee presided over by Sir James Alackay (now Lord Inchcape) in 1008, 

the Secretary of State has steadily refused to accede to the suggestion. 

203. It must be admitted, therefore, that the j^art wbicli the present guaranteed Domaud lor 
•comimnies subsequent to the date of their formation have played in finanemg the 
railways lias, through no fault of their own, been quite unimportant. A reversal of 

the present policy in the direction of permitting the English domiciled companies to 
increase their share capital in the umlertakings which they now manage would meet 
with strong opposition from a large body of the public in India. AVe cannot, there- 


1 The details makitig up the total ai*e — 


Companies share oapital (including' Kast Indian Railway deferred annuities 
6,550,000/.) 24,620, :100 

Debeuttu'es and Dohenture Stotsk 40,830,500 

Govevuniont capital invested either at fixed rates of interest or on profit slmring 

terms - - - • - - - . - - 108,084,500 

Oatfitanding capital being ivdeemed by Annuities - - - . - 54,914,700 

Outstanding debt incurred by Govorumeut for the pui'chase of inilwa^ s - - 33,225,900 


Total 


. £261,675,9(X) 
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fore, recommend the adoption of that course, ^foi cover, an overwhelming majority 
of the witnesses who appeared before ns in India, whether individually they advo(‘ated 
State or company maiiagem'^nt, nrged that the time had now come ^vhen the control, 
both linancial and administrative, of the Indian railways should he transferied to 
India. That view is entitled, in onr opinion, to very great weight. 

When, m the years succeeding 1880 the present status of the guaranteed 
companies was fixed, reasons which at the tinH> appeared sonn«l may have justified 
the adoption of the policy which, wdiile retaining in the hands of Government the 
absolute owmerslnp of the raihvays, freed (loverument from their detailed manage- 
mciit and handed over their w'orking to Englisli domiciled companies. 

:3u5. It has been represented to ns tluit the Lomlon lioards still contiiine to seiwe 
a useful purpose in supervibing and coiitroUiug closely all expenditure, that there are 
distinct advantages in keeping in touch through the London Hoards with British manu- 
facturers, w ith British consulting engineers, and wdtli the London 8tock Exchange, 
as also m maintaining an agency in London for the recruitmeut of the IGiropean 
railway stall. Again, stiess lias been laid on the technical and administrative 
knowledge of the directors, on their familiarity with Indian conditions, and on the 
value of th()S(‘ qualifications in the initiation and elaboration of schemes and piojects 
for the improvement and development of the railwxi^s they control. 

riot). Advantages may lie claimed for the exercise by the Lomlon boards of 
the functions to which wc* have referred and for the technical and expert knowledge 
which many of the directors possess. Hut conditions in India lune clianged so 
gically in the last few years, ami are changing so rapidly at this moment, that what- 
ever may have been the position in the past we think the advantages of English 
managememt are now" outweighed by the great disadvantages of absentee control and 
tlie dilliculty of keeping in (;lose touch wdth the modern social and trade conditions of 
India. 

207. For the foregoing reasons wo unauimously rccouuuend tliat tlie English 
domiciled guaranteed compauie.s should cease to exist at the termination of their 
X)rebent contracts. 

208. When the East fiidian contract expires iu 1021 no money w’ill ])c required, 
as there is no capital to rejiay. The capital of the Great Indian Feninbula Railway, 
repayable in 1025, is only 2,575,t)00/. 'rhe next contract to fall in, that with the 
Hnrnia Railways Gompaiiy, is terminable iu 1028 ; the amount of the capital to he 
repaid is 3,00tklXMJ/. The eontracts of the other guaranteed companies are toimiiuible 
at the follow ing dates : — 

1 031 , Assain-Hengal. 

1037, Madras and Southern Mahratta. 

1041, Bombay, Baroda and Central India. 

1945, South Indian. 

1050, BengaLNagpur. 

Tht' position of the Assam-Bengal C’ornpany is exceptional. All the other 
guaranteed companies earn, in the shape of their share of surplus profits, a sulisiantial 
dividend above the guaranteed miniinum, and their sharexs, even under the excel)- 
tional market conditions of the present moment, stand iu the neighbourhood of par. 
The Assam-Bengal net receipts do not even meet the 3 per cent, guarantee. The 
sliaies are eonsequenil}" ipioted at present at about 45. We should hesitate to advise- 
that the Secretary of State should pay olf at par in 1931 shares now" standing at 45* 
But the C'ompany is not important, and there is ample time for consideration of this 
exceptional case between' now and 1931, Tu any case, the amount at issue is not 
large. 

200. A few Indian witnesses who appeared before ns urged that the terms should 
be curtailed and the coinpaiiievS compulsorily expropriated ; but the great body of 
them have exprcbsed them^^elves content to allow- llie contmets to expire naturally by 
effluxion of time. And with this opinion we agree. Not only do we think "that 
comj)ulsoiy expropriation should always be avoided if possible, but w^e also are of 
opinion that for many years to come all the new capital that can be raised for Indian 
railw'ays wdll be better spent iu improvements and extensions than in paying off 
private capital that is already invested. 



57 


^rhe financial tornis usual before the war are now naturally quite inadequate, and will 
have to be revised if the system is to ooiitiiiue. Numerous witnesses have urged that 
this should be done. ‘ But one and all have admitted that, if the main line were in a 
position to build a given branch itself, and they were asked whether they woidd 
prefer it to be built by the main line or as a separate undertaking, they would choose 
the former alternative. 

178. The Branch Lino Company is usually a fifth wheel to the coach. It implies 
in some cases a separate construction staff; it always implies a separate Board of 
Directors, and separate accounts, lii cases where the branch is worked by the main 
line, if its Directors feel that the management is unsatisfactory, they not only can 
make representations to the main line administration; but in the last resort can appeal 
to the Railway Board. And this does not make for harmony. It is further evident 
that capital raised by a small private undertaking, even with a Covernment guarantee, 
will cost more than money raised directly by the State. As against this a certain 
weight must in fairness be attached to the claim that the Branch Line Companv 
obtains from local sources money that would never be subscribed to a Govern merU 
loan. There may also be certain cases of a branch line of smaller gauge worked 
independently, where the Branch Line Company can operate more economically than 
is possible to a main line. 

179. But there is an objection to Branch Line Companies which goes much deeper. 
Jiulia has only 36,700 miles of line. The Mackay Committee 14 years ago said India 
needed 100,000. But if the extensions are to be made by scores and hundreds of 
little independent companies, the resulting confusion will be inconceivable. Naturally 
each company, small or great, desires to reserve for itself what in the dip^lomatic 
world is called a sphere of influence; and jealously claims that, if any noW-corner 
intrudes into that spliere, he shall pay toll to the original concessionaire. Take the 
case of two main lines, starting out alongside from Bombay or Calcutta, and gradually 
diverging from one another. When they are fit a distance of 200 miles from the 
terminus, at whicli point the two lines are 50 miles apart, tliere is a station on line A. 
Halfway from this station in the direction of line B there is a point of some local 
importance. A branch line is made to it and the local point develops. Thereupon 
the proposal is made to connect up this point with a corresponding station on line B, 
and a new branch line company is provisionally organised for the purpose. Difliculties 
at once arise. The old branch lino company protests that the local point is within its 
sphere of inlluence, and main line A follows suit with a claim that it will lose the 
contributive value of the branch line traffic. IJow much attention the Railway Board 
pays to these protests must of course depend upon the facts of the individual case. 
J3ut the^' are sure to be made. Sometimes they will prevail. And in any case they 
unnecessarily complicate a situation which ought to be considered solely from the 
point of view of the public interest. Or, again, there arises another (dass of cases 
where similar results follow. Company A affords a connection between two points. 
They are 100 miles apart as the crow Hies, and 150 miles by the company’s road. A 
small independent company proposes to connect the two points by a direct line, which 
in India is known as a chord. Naturally the old company protests, and permission 
for the coastruction of the new line-— however obvious be the public benefit involved 

-is either refused or only given on a basis of elaborate accounting between the new 
company and the old for the profits which hypothetically would have belonged to the 
old line bad the new line not been opened. Sometimes, in the Madras Presidency 
for instanoe, wliei*e exceptional powers exist to levy cesses for feeder railways, 
the promoter of a new branch line is not a company, but a District Board. Ami 
then considerations other than purely commercial come in and introduce further 
9 omplications and protestations ^ 

* Mention, may be made hei*e of the views expressed bj the Goverament of Madras, who di*aw 
attention to a case in which, although no short-cii-cuiting is involved, tliere has been a delay of over 
10 years in arriving at a decision in regard to the terms for working a district board lailway (the 
JiTidamRngalam-ManHrgudi-Tii'utnraipuTidi-Vedaranniam Kailway) by the South Indian Railway Com- 
pany. The Government of Madras also refer to the South Indian Railway Company Board of Directors’ 
letter to the Agent, No. 248, dated 8th Septemi>^r 1920, from which the following extracts are quoted : — 
“ All that the ^aiHl now ask is that .... the protection which was promised them 
should be secured to them whenever the Government are Grranting concessions for the construction 
of new lines which will be, or which some day may become, part of Chord lines.” 

“ The Board are anxious, as^ they have always been, to help .... tlie Government in any 
schemes for the advancement of the countiy, but they cannot be expected to make sacrifices 
of revenue when they can see no compensating benefits in other directions.” 

9164 
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ISO. Far from approving of a policy which increases the number of possible 
claimants for the traffic of a given area, we think the aim of the Government should 
be to reduce by amalgamation the number of existing companies. x\t the same time 
we ought to say that the opinion has been pressed before us that, unless separate 
companies are allowed to make branch lines, in some cases they will never be made 
at all. We therefore feel bound to record our opinion that if the State cannot and 
will not provide adequate funds private enterprise in this direction should l>e 
encouraged. 

181. riie ‘ standard Iiulian gauge is 5 ft. Gins. It is emailed the stanclard gauge. 
But in fact it is not the usual one. For of the 30,735 miles of railways in India, only 
17,990 miles, slightly less than half, are on the 5 ft. 6 ins. gauge. There are over 
15,000 in iles of metre gauge line, nearly 3,000 miles of 2 ft. 6 ins. gauge,, and over 
600 miles of 2 ft. A thorough investigation of the gauge problem is. indent at this 
moment. How it should be solved, it is not for us even to suggest. But we think 
that the situation, as it at present exists, must be faced as a broad problem 
affecting the whole of India, and examiiieil from the engineering, openiitiiig and 
financial side by a special Commission of two or three of the first experts who etm 
be fonud after careful search, not in one country only.^ 

182. x\t the date of the last report there were emifioyed on the railways of India 
about 710,000 persons; of these, roughly 700,000 were Indians and only 7,000 
Europeans, a proportion of just I per cent. But the 7,000 were like a thin film of oil 
on the top of a glass of water, resting upon but hardly mixing with the 700,000 
below. None of the highest posts are occupied liy Indians; very few even of the 
higher. The position of a District Engineer, District Traffic Superintendent, or of 
an Assistant Auditor is, with one or two exceptions, the highest to which Indians have 
hitherto attained. The detailed figures in zXppendix No. 2 show that, on the principal 
railways of the country, out of 1,749 posts classed as superior, 182, or rather more 
than 10 pcT cent., «ye filled by Indians. Of the 182 Indians, 158 occupy posts as 
assistant district oflicers in tlic various departments ; 24 have reached the higher 
grade of district officers. 

18j. That they have not been advance<l to higher posts, that even in the 
subordinate posts of the official staff there are not more of them, has been a standing 
subject of complaint before us. With so natural a grievance we fully sympathise. 
And we agree with the Bailway Board in desiring that the gi-ounds for it sliould be 
as far as possible removed. Still, facts are btubborn things. The appointment of 
Europeans to the superior posts in the railway service is unavoidable unless and 
until Indians qualified by training and experience are available to fill them. The 
process of training them in a small way and in one branch only of the railwaj’- service 
— the Traffic Depailrnerit — began a good many years ago on the State-managed lines. 
As a result, on those lines 13 Indian t»fficers out of 68 have already attained the 
position of district officers, as against 11 out of 114 for all the other lines. Taking 
all Indian appointments together, we find that'wme companies have caught up, or 
nearly caught up, with the State lines. The State line percentage per 100 employees 
is 14*60; the percentage on the East Indian is 14*61; on the Bengal-Nagpur 
12*12, and on the Assam-Bengal l()‘17. Other companies, however, fall a good 
deal short of this. On the Great Indian Peninsula the figure is under 5 per cent., 
and on the Burma Railways it drops to under 3 per cent. The highest percentage of 
all, 15*25, is reached by the Nizam's Guaranteed State Railway Company. The 
employment of Indians in the higher posts is grovsdng, but the process should be 
accelerated. We think the Government of India might consider the propriety of 
establishing a minimum percentage of Indians to be reached within a fixed period. 
The minimum would have to be liigher or else the period shorter in the Traffic tliaa 
in the Engineering or Locomotive Departments. 

184, Until recently opportunities for the technical training of Indians were 
lacking. And in the absence of opportunities, naturally few Indiana were able to 
reach the standard required for the superior posts. Certain opportunities are now 
being provided. At Calcutta, on the Oudh and Rohilkhand, and on the North-Western 
Railways, we have heard of interesting developments which are, however, still in the 


' Sir Henry Bui-t dissents fi’om this pamgroph and has expressed his view in a Note attached to 
the Report. 
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initial stages, and much more remains to be done. India is a wide country and facilities Need for 
in the north are of little use to Madrasis. Moreover, what educational facilities exist are extension, 
concerned mainly with engineering ; and engineering is only one side, and nowadays 
perhaps not the most important side, of the railway profession. Formal instruction in 
methods of operation in all their rain ideations — signalling, train control, station manage- 
ment and so forth — needs to be provided. And from the economic and commercial 
side, courses dealing, for instance, with the relations between railways and the 
controlling authorities on the one side and their customers on the other, are, as far as 
we know, non-existent. And two classes of railway men have to be catered for : the 
men of higher education and social position in training for the superior posts, and 
the much larger number who do not usually advance beyond the subordinate grades. 

We are also of opinion that the system of selection and training of the young men 
appointed as i)robationers in the Traffic Department on Indian railways needs 
reconsideration. The whole subject is one which in our view should be in the special 
oharge of the Railway Commission ; and we think substantial grants of money should 
be made for the purpose of developing such instruction. 


H2 
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Fii*st pei’iod. 


CHAPTER Vir. 


Management and Imnance. 

18t>. We have remarked that, of the /]C,7d5 route miles of railway in India, 
7,3d9 miles are owned and worked by the State, and 17,768 also owned by the State 
are worked by guaranteed companies. 'Ihe question on which we now have to advise 
in referctice to these two classes is : should the Slate-worked lines be handed over to 
management by companies -English, or joint English and Indian, or Indian —or 
should the company- man aged lines be resumed by the State; or should the main- 
tenance of the present dual system be accepted as a permanent policy ? 

186. The Committee are unanimous in advising that the system of management 
by companies of English domicile should not be continued after the termination of 
tlieir existing contracts ; we agree also that a system of management by ^ combination 
of Ihiglish aiwl Indian domiciled companies is impractica])Ie ; but we have been unable 
to agree as to the relative merits of management directly by the State and indirectly 
through companies domiciled in India. We proceed accordingly to deal with this part 
of onr Ifeport in three sections. The lirst gives. a brief account of the existing 
conditions of the English guaranteed companies, and sets out the reasons for our 
unanimous opinion that the managing authority should in future have its headquarters 
in India and not in England. Tlie second explains why live Members of the 
Committee, including the Chairman, hold that the management in India should be by 
direct State agency, ddie third presents the case, supported by the remaining live 
Members, for continuing a S 3 ^stem of company management but through companies 
domiciled in India, d'lie question liow money re(|nired lor future capital expenditure 
can be raised is so closely associated with the question of the system of management 
that it can best be dealt with in the latter two sections as an integral portion of the 
rocommendations contained in them respectively. 

Section l.—Regarding management by Guaranteed Companies of English domicile. . 

187. The idea of a guaranteed company is familiar in railway politics. Normally 
a guaranteed company is a private enterprise, obtaining a concession for a limited 
period, and subscribing funds to build a railway, with a guarantee from the State that 
the earnings on the share capital shall not be less than a certain minimum figure. 
If the earnings fall short, the State makes up the deficiency ; if they exceed the 
niiniiiiimi, the company takes either the whole or a certain fixed proportion of the 
surplus. Such are the companies in France; such were some of the companies in 
Holland and the companies in Prussia and Italy till they were taken over by the 
State ; such companies still exist in many of the South American States. And such 
at the outset were the Indian guaranteed companies. 'J^he East Indian built 
upwards from Calcutta through the rich Ganges plain ; the Great Indian Peninsula 
built north-eastwards from Bombay, to Delhi on the one hand, and to a junction with 
the East Indian Railway from Calcutta on the otner ; and so on. 

188. We see no reason to doubt that the formation of guaranteed companies 
with headquarters in London was wise at the time when the policy was adopted. 
India needed railways. The money to build them could only be found in England. 
And in the middle of the nineteenth century comjiany shares were the form in which 
capital would naturally be raised. And no company could be expected to embark its 
capital without a guarantee from the State. Unfortunately, however, the companies 
fell for many years short of earning their guaranteed dividends, which had, therefore, 
to be made up to them by the State. 

180. Reference to the details in Appendix No. 3 will show that there were, three 
well marked periods. To the end of the last centuiy there was an annual loss, 
amounting in the aggregate to £5l| millions. For the next 10 years the State secured 
a small annual profit ranging roughly from 1 00,000/. to £1 J millions. For the last 
9 years the profits have been considerable, averaging upwards of £4 millions per 
annum. The final result is 'a total profit of £44 1 millions — 141- last 10 years — 

against the loss of £51 J millions in the earlier period.^ 

1 Pro6t is to be understood as meaning net contribution to the general revenues of the State after 
payment of the working expenses of the milways, the intoi-est on all debt incurred on their behalf, and 
certain repayments of capital amounting roughly to 1 ,000,000?. per annum. 
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. 190. From 1869 the formatiou of guaranteed companies ceased, and except in a Inter- 
few cases such new lines as were built in the next 10 years were constructed by the 
Government and operated and managed directly by them. The contracts with the. 
original guaranteed companies ran for 50 or 60 years. But in every case the Govern- 
ment reserved the right to terminate the contract, and buy out the companies at an 
intermediate date after 25 or 30 years. And these powers, which first began to ])e 
exerciseable in 1879, have been in every case exercised. The form in which the 
purchase price has been paid varies ; in some cases it was in cash, in some it was in 
India stock, in others it was wholly or in part in terminable annuities. We give two 
instances of the process adopted, I'he East Indian contract Avas terminated in 1879. 

The value of the Company’s shares was fixed at 125i. per lOOL ; the purchase price 
was accordingly ascertained to be 32,750,000/., and this sum was comniuted into a 
terminable annuity of 1,473,750/., payable annually till February 1953. The East 
Indian system thereupon became the property of the State. The concession of the 
Great Indian Peninsula was for 50 years from 1850. It was not deiioimeed in 1875, 
and accordingly ran till 1900. This line also was mainly paid for by the issue of 
terminable annuities. Certain lines constructed by companies which passed into 
the oAviicrship of the Government on the termination of the concessions have remained 
under direct State management. Of these the Sciiule, Punjab and Delhi, now 
absorbed in the North-Western; the Oudh and Rohilkhand, and the Eastern Bengal 
are the niost important. 

191. But by this time — the early eighties — the current of opinion in favour of direct Third 
State management had spent its main force. The State thereafter acquired the owner- 
^hip of the other guaranteed companies’ lines, but it retained the direct management 

of few. At this time also it Avas considered by Government expedient to enlist the aid 
of private enterprise in the construction of several raihvay extensions urgently required 
as a protection again? t famine. The most important of these were tlie Southern 
^lahratta, the Bengal-Nagpur and the Indian Midland Railways. The capital originally 
contributed by these (-oiupaiiies, wdiioli has gradually become only a small proportion 
of the total cost of their existing systems, received a guarantee of interest, the working 
of the lines after completion being entrusted to the companies, Avhiehin addition to the 
guaranteed interest were allowed to retain a share of the surplus profits. 

192. It will be seen that the State has acquired, or retained, the ownership of all Government 
the lines, but their management is mostly in the hands of Companies. The bulk of ®®^® owner, 
the lines Avere handed hack to the management of the old Companies or of ucav 
Companies constituted oii the basis of the old, or s);)ecially brought into being as 
described in the last ijaragraph. 

193. And herein lies the essential difference between the existing guaranteed Status of the 
•companies of India and the original ones. The old Companies were owmers ; the guaranteed 
new Companies are not owners of the undertakings Avhich they manage. When 

the old East Indian contract terminated, the Company was bought out, as has indian^Rail- 
already been said, for 32,750,000/., and payment of this price Avas made in the way Com-'" 
form of terminable annuities amounting to 1,473,750/. annually. Under the new pany. 
•contract shareholders, representing 6,550,000/. — rme-fifth, that is, of the purchase 
price — agreed to postpone their annuity and in place of it to accept a new contract. 

These so-called deferred annuitants — quasi shareholders, as they might be called — noAV 
<;onstitute the East Indian Railway Company. Under their contj*act with the Secretary 
of State the management of the undertaking is entrusted to them, and they are 
guaranteed 4 per cent, on the capital, plus a certain share of the surplus profits. 

•Surplus profits mean so muoh of the gross receipts as remain after meeting working 
expenses, annuity sinking fund payments, and interest on loan capital, whether in the 
form of debentures and debenture stock of the Company, or of loans or advances by 
the Secretary of State. Of this profit the Company Avas entitled- subject to minor The State V 
conditions Avhich need not be nientioned—under the contract of 1880 to one-fifth, and prepon- 
under the contract of 1900 to one-fifteenth. Under the present interim contract the . 

•Company’s share is one-hundredth.^ Even if we ignore the present interim contract 
and go back to the previous one, it will be seen that the Company’s proportion of ^ 

^he total profits is very small. 

194. And there is more than this. The capital of the deferred annuitants Goodwill 
.represents actual cash handed over and invested for the capital purposes of the belouga ta 
•undertaking. The Secretary of State’s share, on Avhich his proportion of the ^^® 
^surplus income is based, does not necessarily represent the actual cash invest- 
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inent. Some part of it is merely a capitalisation of the goodwill created under 
the original contract by the joint efforts of the owning Company and the guaranteeing 
Government. The proposition w'as w^orked out in this way : 'I'he Government 
acquired the undertaking of a given Company for, say, 1,000,000Z. The under- 
taking had been earning on the average of the last five years a net revenue of 
lOO.OOOL In other words, capitalised on a 5 per cent, basis, the property was worth 
2,000,0002. When it came to fixing the respective capital of the two parties to the 
new contract, on the basis of which the surplus profits were to be divided, the 
Secretary of State’s capital was assumed to be not the 1,000,000/. cash which he had 
paid, but the 2,000,000/. which the asset was regarded as worth ; while the amount 
put in by the Company was taken to lie not more than the cash capital which 
its shareholders subscribed. In a word, the Secretary of State acquired the 
property out and out, and the goodwill, realised by the joint efforts of the old 
Company and the owning Government, passed with the physical assets. The new 
contract was given to a Company which, though it had the old capital, the old directors, 
and the old shareholders, was regarded as a new Company starting de novo with na 
inheritance of the goodwill partly due to its former efforts. 

195. Under the existing contract the share of the East Indian Company in the- 
surplus pi'ofits has lieen reduced almost to a vanishing point. In the words of the Agent 
of the Railway : “ to afford the deferred annuitants an extra shilling per cent, per 
“ annum I must either effect economies or increase earnings by Rs. 40 lakhs (say 
“ 250,000/.) in the year.” 

196. From this brief recital of an exceedingly complicated story two broad facts, 
stand out. The one is that the entity known as the East Indian Railway Company is 
not, in the ordinary sense of the word, a railway company at all. Not only does it not 
own a mile of railway nor a single engine, but it is not joint owner even to an 
infinitesimal extent of the East Indian Railway undertaking. The East Indian 
Railway belongs, lock, stock and barrel, to the Govfernmeftt of India. If, on the 
termination of the latest contract in l(fe4, the Secretary of State declines to renew 
the contract, the Company merely expires. It hardly seems to need to be wound up, 
for it will possess no assets. Tli© quasi-shareholders, the deferred annuitants, will 
revert to the position of ordinary annuitants. If the Company survives, it will only 
continue to exist as a machine for the distribution to the annuitants of the annual 
payments due to them. 

197. We have described at some length the position of the East Indian Railway, 
as it is both the earliest and most important of the guaranteed companies, and 
though the process of the extrusion of the private investor has been carried further 
ill the case of that railway, the East Indian position is practically typical of 
the whole situation of all the other guaranteed companies. It is true that in 
no other case have the shareholders so small an interest in the profits of tha 
undertaking, for the share of surplus profits receivable by the other companies 
ranges from one-twentieth in the case of the Great Indian Peninsula Railway to 
slightly more than one-third (^f) in the case of the Burma Railways. But of all it 
is true that the so-called shareholders have no share of the assents of the undertakings 
The difference between the East Indian Railway and the other guaranteed companies 
is that whereas the share capital of the East Indian has already been commuted into 
annuities, the otiier companies still retain a share capital which has to be repaid to 
them when their contracts are terminated. 

198. We have pointed out that a shareholder in an Indian guaranteed railway 
company is not a railway shareholder at all as the word is commonly understoods 
We find that the debenture holder of a guaranteed railway occupies an equally 
\inusual position. His security — the guarantee of the Secretary of State — is 
doubtless ample ; but it is not what it would naturally be supposed to be. 
Normally a debenture holder has a charge on the undertaking to which he lends 
money, and can enforce his rights either by the appointment of a receiver or by 
foreclosure and sale. The debenture holder of au Indian railway has no such charge. 
The company to ^yhich he lends money is not the owner of the undertaking ; he has 
only a personal contract with the owner of the undertaking, the Secretary of State. 
What happens is this. The prospectuses of all the debenture issues that we have seen 
state that the money is “required for the general purposes of the Compady.” The 
subscriptions are actually paid into the Bank of England, by or on behalf of the 
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Company, to the credit of the Secretary of State. If the Company is in debt to the 
Secretary of State for advances, these advances are written down in his books by 
the amount of the new issue, but the actual cash received remains in his possession. 

A witness described the procedure to us by saying that the Secretary of State acts 
as, in a sense, banker to the Company. Seeing that the Secretary of State holds 
the money in his own name ; that the Company have no power to touch it without 
his consent ; that in fact he frequently applies it to expenditure on another 
railway ; and that, even on the undertaking of the issuing company, the jnoney can 
only be spent when and to such an extent as the Secretary of State permits, and on 
works which he approves, it does not seem to ns that the use of the term “ banker” 
is really helpful in understanding the actual facts of the case. 

100. 1 he contract with the East Indian Railway Company, as we have said, expires Dates when 
in 1024 ; that with the Creat Indian Peninsula Railway, the next largest company, in contracts 
the following year. The contracts with the remaining six guaranteed companies are termm- 
terminable by the Secretary of State at various dates, ranging from 1028 in the case of 
the Burma Railways Company to 1950 in the case of the Bengal-Nagpiir. In none of 
these contracts is there any option reserved to the Secretary of State to resume 
possession of the railway on previously agreed terms at any time (luring the currency 
of the contract. The contracts vary widely in terms, iinancial and other, and also 
in period of duration. But their essential quality is the same throughout. 
nominal shareholders have no share in the property of which they are called 
shareholders ; the nominal debenture holders have no charge upon the property 
under whose name their debentures are issued. 

• 4 

200. The total investment in the undertakings of the eiglit guaranteed companies Propoi-tion- 
is 261,()75,900Z. The 8ubscri])eil share capital of the eight companies (including the ate invest- 

deferred” annuitants of the East Indian Railway) is 24,()20,300L The balance 
237,055,600Z., is loan capital and Government capital invested either at fixed interest pa?iy. 
or on profit sharing terins.^ It will be seen that even if the investment of the 
shareholders be regarded as railway share capital in the ordinary sense, the 
guaranteed shareholders’ interest in the whole of the eight undertakings amounts to 
less than 10 per cent, of the total invested capital. 

201. We have in the foregoing paragraphs briefly described the position which 
the present guaranteed companies now hold in regard to their financial relations to 
the State — the owner of the railway ; and we have shown that the companies have 
acted only as agents of the Secretary of State in the raising of capital by means of 
debentures which in fact have been merely State loans under another name. 

202. With the permission of the Secretary of State the capital of the several Companies 

•companies could have been increased, and although Sir Thomas Robertson in his allowed 

Report of 1903 recommended that the companies should be allowed to obtain a larger 
interest in their undertakings, a recommendation which was renewed in the Report ^ 
of the Committee presided over by Sir James Mackay (now Lord Inchcape) in 1008, 

the Secretary of State has steadily refused to accede to the suggestion. 

203. It must be admitted, therefore, that the part which the present guaranteed Demand jor 

•companies subsequent to the date of their formation liave played in financing the of 

railways has, through no fault of their own, been quite unimportant. A reversal of 

the present policy in the direction of permitting the English domiciled companies to 
increase their share capital in the undertakings which they now manage \yould meet 
with strong opposition from a large body of the public in India. We cannot, there- 


^ The details making np the total ai'e : — 


Companies shai*e capital (including East Indian Ilailway deferred annuities 
6,5h0,000«.) 24,620,300 

Debentures and I^ebenture Stock 40,830,500 

Government capital invested either at fixed mtcs of interest or on pi-ofit sliaiing 

terns ... . 108,084,500 

Outstanding capital being redeemed by Annuities ..... 54,914,700 

Outstanding debt incurr^ by Government for the purchase of railways - . 33, 225^900 


Total 


. £261,675,900 
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fore, recommend the adoption of that, course. ^Foreover, an overwhelming majority 
of the witnesses who appeared before ns in India, whether individually they advocated 
State or company management, nrged that the time had now come when the control, 
both linancial and administrative, of tlic Indian railways sliould be transferied to 
India. That view is entitled, in onr opinion, to very great weight. 

21)4. When, in the years succeeding 1880 the present status of the guaranteed 
companies was fixed, reasons which at the time appeared sound may have justified 
the adoption of the policy which, while retaining in the liands of Government the 
absolute ownership of the railways, freed Goveruineiit from their detailed manage- 
ment and handed over their working to English domiciled companies. 

205. It has been represented to ns that the London boards still continue to serve 
a useful purpose in sujKuvising and controlling closely all expenditure, that there are 
distinct advantages in keeping in touch through the London Boards with British manu- 
facturers, with British consulting engineers, and witli the London 8tock Exchange, 
as also in maintaining an agency in London for the recruitment of the European 
railway staff. Again, stress has been laid on the technical and administrative 
knowledge of the directors, on their familiarity with Indian conditions, and on the 
value of those qualifications in the initiation and elaboration of schemes and projects 
for the improvement and development of the railways they control. 

206. Advantages may be claimed for the exorcise by the l^ondon boards of 
the functions to which wo have referred and for the technical and expert knowledge 
which many of the directors possess. But conditions in India have changed so 
greatly in the last few years, and are changing so rapidly at this moment, that what- 
ever may have been the position iji the past we think the advantages of English 
manageinent are now outweighed by the great disadvantages of absentee control and 
the difficulty of keeping in close touch with the modern social and trade conditions of 
India. 

207. For the foregoing reasons wc unanimously recommend that the Englisli 
domiciled guaranteed companies should cease to exist at the termination of their 
present contracts. 

208. When the East Indian contract expires in 1924 no money will be required, 
as there is no capital to repay. The capital of the Great Indian Beuiusula Railway, 
repayable in 1925, is only 2,575,()00Z. Tlie next contract to fall in, that with tlm 
Burma Railways Company, is terminable in 1928; the amount of the capital to he 
repaid is 3,009,0007. The contracts of the other guaranteed companies are tenninablo 
at the following dates : — 

1931, Assam-Bengal.. 

1937, Madras and Southern Mahratta. 

1941, Borqbay, Baroda and Central India. 

1945, South Indian. 

1950, Bengal -Nagpur. 

The position of the Assam-Bengal Company is exceptional. Ail the other 
guaranteed companies earn, in the shape of their share of surplus profits, a substantial 
dividend above the guaranteed minimum, and their shares, even under the excep- 
tional market conditions of the present moment, stand iii the neighbourhood of par. 
The Assam-Bengal net receipts do not even meet the 3 per cent, guarantee. The- 
shares are consequently quoted at present at about 45. We should hesitate to advise* 
that the Secretary of State should pay off at par in 1931 shares now standing at 45.. 
But the Company is not important, and there is ample time for consideration of this 
exceptional case between* now and 1931. In any case, the amount at issue is not 
large. 

209. A few Indian witnesses who appeared before ns urged that the terms should 
be curtailed and the companies compulsorily expropriated ; but the great body of 
them have expressed themselves content to allow' the contracts to expire naturally by 
effluxion of time. And wilh this opinion we agree. Not only do we think that 
compulsory expropriation should always be avoided if possible, but we also are of 
opinion that for many years to come all the now capital that can be raised for Indian 
railways will be better spent in im])rovements and extensions than in paying off 
private capital that is already invested. 
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Section 2.— Proposals for Future Management^ and the Methods of Raising Additional 

Capital. 

By the Chairman, the Hox. Mr. V. S. S. 8astui, Mr. E. 11. Hiley, 

Mr. Puushotamdas Thakuudas, and Mr. J. Tuke. 

Future Manacjement. 

210. Our Reference iiistnicted us to consider four passible inetliods of 
mana^jement of the Indian railways belonging to the State by English companies, 
by Indian companies, by a combination of English and Indian companies, or directly 
by the State ; and to advise on the relative advantages of these four methods. The 
Committee have unanimously ruled out management either by English companies or 
by combinations of English and Indian companies. There remains, therefore, for 
discussion only the alternative between management by Indian companies and 
management directly by the State. But we desire to add to that portion of the 
Report (Section I above) to which llie Committee have unanimously agreed, some 
further observations on the subject of the English companies, which in our judgment 
have a direct bearing on the question of State v. company iiuinagement in India. 

211. The Committee have unanimously recommended that the English 
companies shall be lirought to an end on the broad ground that they do not 
correspond with modern Indiiui conditions. But in our judgment there is another 
and even stronger ground, that they represent a system essentially unworkable. 
There is a great deal to be said for cornxiany management. Few people will be found 
to deny that a company, investing its own money, managing its own property, and 
judging its officials by their success in producing results in the shape of dividends, 
usually conducts its business with more enterprise, economy and flexibility than are 
found by experience to be attained in businesses dii'ectly managed l>y the State. It 
is, we think, strictly germane to the que.stioii we have now to consider, to point out 
that the English companies ceased many years ago to be companies in this sense. 

212. The property entrusted to their management is not their own, and their 
financial stake in the undertakings is, as we have said, relatively very small. Hut it 
might be urged that the objection on these grounds to tlieir continuance is merely 
theoretical. In a work-a-day world it matters little wliether a system is logical, 
provided that it works. Our experience and investigations in Imba have led ns to the 
quite definite conclusion that the system never has worked satisfactorily, and cannot 
be made to do so. The management of the undertakiugs is nominally entrusted to 
the several guaranteed companies. We say “ nominally,'’ for the Government, 
feeling itself to be the real owner and ultimately responsible, not only financially, but 
also morally and politically, for the policy pursued, lias always refused to leave any 
real initiative in their hands. And as by the interposition of the companies the 
Government is kept apart from direct management, it in its turn does not feel an 
obligation to undertake the initiative itself. 

213. On the board of each company there sits a Director, nominated by the 
Government, with a power of veto over any decision come to by his colleagues. It is 
true that vve have been informed that this power of veto, though it has existed from 
the beginning, is believed never to have been exercised in any single case. But the 
explanation is largely that the existence of the po\ver of veto suffices — a board of 
business men would naturall}^ refrain from passing a resolution which tliey were 
warned in advance would not be permitted to take effect. 

214. Further, the Government control is enforceable and enforced by other 
methods. The freedom of the board and its officials to act is confined in 
nearly every direction b}^ the Government. The Company does not retain 
control over its own revenue receipts or regulate its own revenue expenditure. 
The current cash receipts are required to be paid into the Government Treasury 
to the credit of the Secretary of State. Such moneys as may be necessary 
to meet current expenditure are furnished to the Company out of the Treasury 
as required, subject to restrictions prescribed by Government, and not necessarily 
to the extent desired by the Company. It is true that the Company appoints 
its own staff, but the cadres are fixed by the Government — so many officers and 
servants of each kind at scales of remuneration which the Company may not exceed. 
Should the Agent of the Company desire in an exceptionally meritorious case to 
increase the pay of a station-master at a station where the maximum is fixed at 
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Rs. 250 per month to Rs. 260, Government sanction has to be applied for and 
obtained. No new appointment, even of a temporary nature, carrying a salary 
beyond Rs. 250 per month, can be created without specific Government sanction — a 
sanction which we are told sometimes fails to be obtained till the purpose for which 
the appointment was urgently d^sire(i has ceased to exist. In the case of a temporary 
appointee, we are even informed that rules laid down by Government, which cannot 
be departed from witliont express Government permission, prescri])e the maximum 
leave of absence which the ('ompany is entitled to grant. In a word, the (Company 
does not and cannot manage the undertaking ; it cannot, without the permission of 
Governineiit, break new ground in any direction. Neither does the Government 
manage ; it only controls and restrains. Further, as the control over railways in 
every case where money is involved really rests, not with the railway, but with the 
Finance Department of the GoAwnment, tiiis control tends to take the form of refusing 
to face any excei^tional investment of new money, liOAvever great may be its potential 
earning power. 

215. While the Companies have no real power to manage the undertakings 
nominally entrusted to them, on the other hand, if a Company is supine, the 
Government, which suffers both as representing the public interest and also in its 
capacity as shareholder, is powerless to intervene. I'he agent and his staff are 
appointed by, and can only be dismissed by, the board of directors. However urgent 
be the necessity for the adoption of new operating methods, for improvements in 
plant or equipment, for the modification of freight rates to encourage new traffic, and 
so forth, the Government can merely propose and suggest ; it can only give orders in 
cases Avhere public safety is involved. A system seems to haA^e little to recommend it 
under Avhich, on the one hand, a progressive Company is hampered by meticulous 
Government control of every detail of expenditure, while on the other hand the 
utmost Avisdoin on the part of the Government cannot prevent the injury caused by 
the imAvise and unprogressive policy of a Company’s board, at once to the revenues of 
the State and to the economic development of the country. 

216. Our conclusion therefore is, in a Avord, that tlie guaranteed companies do 
not possess the essential attributes Avhich belong to ordinary companies. To claim 
that, because ordinary companies possess the advantages of energy, enterprise, and 
so forth, therefore companies of the nature which we have described may be expected 
to possess these advantages, is to be misled by a mere name. 

217. But it is to companies substantially of the same nature as the present 
English companies that our colleagues Avho reject the idea of' direct State management 
propose to transfer the luanagernent of Indian railways. Governments in other 
countries have before noAv sold their railways out and out to private companies. 
Whether this Avas or was not a Avjse policy we have no need to discuss. No one yet, 
as far as Ave are aware, has proposed that private capitalists should buy out and out 
from the Government the East Indian and the Great Indian Peninsula Railways. 
It Avould involve raising capital amounting to something like Rs. 200 crores. Even 
the purchase of a half interest would mean raising Rs. 100 crores. Nor, in the 
circumstances, can Ave imagine that any such proposal, if made, would have any 
chance of acceptance by the Government or be able to secure from the public the 
requisite financial support. 

218. The proposal put forAvard by our colleagues is that the management of 
these undertakings shall be transferred from English to Indian companies, which 
Avoidd never have more than a minority interest in the undertakings, and that the 
Government, remaining the predominant partner, shall appoint one half of the 
directors and nominate the chairman and so retain its control. We do not think that 
the change of domicile of the board of directors would make the scheme workable. 
We think that the division of responsibility between the Government and the boards 
of directors, which has hitherto existed, is in large measure responsible for the failure 
of the Indian raihvay system to meet its obligations to the public. We cannot believe 
that executive officers with a divided allegiance to the board of directors which 
appoints and pays them, and to the Government authority which stands behind the 
directors, can ever do the best Avork of which they are capable. 

219. But as we have said, the present system has a long tradition behind it. 
Officials both of the Government and of the railways have grown up under it, and 
become used to it. And in our judgment if the management of the East Indian and 
the Great Indian Peninsula Railway is transferred to new companies in Calcutta and 
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Bombay, substantially similar to tlie existing English companies, it will be found in 
jiractice impossible to break away from the old system. And that systfiin, in our 
judgment, is essentially bad. 

220. We will add one further point. The directors of the guaranteed companies 
have grown up with the present system. Many of them are retired Indian railway 
officials who have borne the yoke iii their youth. Whether competent boards of 
directors could bo found at the outset in India is a question which we need not discuss, 
though strong opinions to the contrary were expressed by representative European 
witnesses in the presidency towns. But we feel certain that, if prominent business 
men, accustomed to ordinary commercial methods, were to join boards and then find 
their powers limited by Governmeiit control aud Government regulations in anj 
measure comparable to those which exist at present, they would very soon resign then* 
posts. 

221. Our first reason then for rejecting the proposal to establish boards in India 
is that in effect they would succeed to the position hitherto occupied by the 
boards in England. And this x>osition we regard as fundamentally incompatible 
with successful administration. 

222. We now proceed to discuss the question from a quite different Indian 
angle. Indian public opinion is practically unanimous in demanding that the owner demand for 
shall manage directlj*. We see no reason to believe that the mere transfer of the direct State 
management from companies domiciled in England to companies domiciled in India 

would satisfy Indian public opinion. Nor, judging from the evidence before iis, 
would such a transfer meet with general approval by Europeans in India. For 
though almost all the European witnesses whom we examined upon this point 
favoured com[)any management, only 9 out of 19 supported Indian company manage- 
ment, the remaining 10 contemplated either management by companies domiciled in 
England or by a combination of English and Indian domiciled companies. 

223. We attach great importance to the fact that Indian public opinion is against 
company management, and this not onl^^ on the general ground that Indian opinion is 
entitled to great weight on a question such as this, but for another reason of great 
practical importance. It is with money secured on Indian taxation that the Indian 
railways have been almost ontirel} built. It is the Indian public that uses the 
railways and pays the railway rates and fares. It is the Legislative Assembly at 
Delhi which under the new constitution votes the railway budget. It is of the utmost 
importance that Indian public opinion should not be prepossessed against the railway 
management. As a matter of practical politics it must always be remembered that 
a railway undertaking is a large and widespread concern ; it employs a staff 
numbering very many tiiousands ; and this staff, some of whom will certainly be 
stupid, careless, and possibly even corrupt, conies in contact every year with millions An atmo- 
of customers, whether as traders or as passengers. “Givu a dog a bad name and sphere of 
hang him ” is a very true proverb in this connection. We do not think in this hostility, 
fallible world company management can be so good as to escape fierce, often unfair, 
criticism from Indian opinion. Even if we were to assume that State management 
would not be better, we are quite sure that its failures would be judged more 
leniently by the Indian public. 

224. In the case of the East Indian Railway there is another reason in favour Absorption 

of direct State management. For hundreds of miles in the North West from Ainbala and 

• roughly to Allahabad, the main line of the East Indian is parallel with the main line 
of the Oudh and llohilkhand State Railway. Both lines are at present overcrowded [ndiuu 
and inadequately equipped to deal with the traffic offering. If they were combined Railway 
together and worked as a single system they would be at least less inadequate, as pi'oposed. 
through traffic could be diverted from one to the other according to the greater or 
less demands on either for the accommodation of local traffic. At present the tw^o 
systems compete aud we have the curious but not unnatural position that the 
company management of the East Indian Railway, being interested to the extent of 
one-hundredth in the net profits of that undertaking, endeavour to retain on 
their own line traffic wdiich could more conveniently be carried by the Oudh and 
Rohilkhand. 

225. It is now necessary to consider wdiat the transfer of the management from a “Transfer 
company domiciled in England to a company domiciled in India really means. The of domicilo” 
phrase ** transfer of domicile has been freely used. It is incorrect. There is 
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nothing to transfer. The contracts between the Government and the East Indian, 
and Great Indian Peninsula Railway Companies terminate in 1924 and 1925 
respectively. When the East Indian contract terminates, the deferred annuitants, tp 
whom the management is at present entrusted, merely revert to the position of 
ordinary annuitants. Similarly in the following 3 ^ear the shareholders in the Great 
Indian Peninsula will be paid off at par. The Company will presumably be wound 
np. The management of both undertakings will automatically revert to the Govern- 
ment. All Indian company would be a new creation, operating under a new contract. 
What would be the conditions on which these new companies would be established ? 
What would be tlieir constitution? What would be the nature of their contracts ? 
Gur colleagues propose that a new company shall be constituted to manage the East 
Indian, the bulk of its capital being issued to tlio Government ; that it shall at the 
outset liav^e a comparatively small amount of privately subscribed capital, say live 
crores of rupees ; and that fresh private capital shall be subscribed j^ear by year as 
new money is required for the improvement and development of the undertaking, a 
figure which was put to us by the agent of the railway as probably amounting to 
alioiit four crores per annum. At this rate after five years the share of the capital 
held by private investors in the new company would be Ks. 21 crores. The J^ast 
Indian as capitalised at present has in round figures a capital of Rs. 80 crores. At 
the end of five years, therefore, supposing the capital invested by the Government has 
not Ijeen increased, the company’s investment would amount to only one-fifth of the 
total. We fail to see why the Government should delegate any substantial responsi- 
bility to a body representing so small a share of the total capital at stake. We know 
of no company in w^hicli 80 per cent, of the shareholders depute their rights to the 
remaining 20 i^er cent. When, as at the outset, the new company’s interest is less 
than one-sixteenth, the proposition seems still more courageous. If the Government 
were to recapitalise its interest in the net revenue of this very profitable undertaking, 
on, say, a 6 per cent, basis, the proportionate interest of the new shareholders in the 
company would of course be very much less. Rut unless the Government does 
delegate substantial res[)onsibiliry it is useless to talk of the flexibility, enterprise, and 
so lorth, to be obtained by company management. 

226. Further, the shareholders in the proposed new company would not be like 
those in an ordinary company. It is not suggested, as we understand, that they 
should risk their money relying solely on the prospects of their successful management. 
It is not claimed that any appreciable amount of capital would be subscribed without 
a Government guarantee. And this guarantee is to be fixed, not like the guarantees 
given hitherto at 3 per cent, or 3^ per cent, or 4 per cent., but at 1 per cent, below 
the price at which the Government can borrow directly, say, at the present moment, 
a guarantee of 5 per cent. The new shareholder then is to obtain 5 per cent, 
certain, and in addition a share in tlie profits, which will make the probable return 
at least better than 6 per cent, lie sacrifices a certainty of I per cent. What will he 
expect in return ? We may assume that he will not subscribe unless he feels 
confident that on the average he will receive at least 8 per cent. That is, he will not 
regard a potentiality of anything less than 3 per cent, above the guaranteed 5 per cent, 
as more attractive than a certainty of 1 i)er cent. That this scheme might secure a 
certain number of crores of semi-speeulative investment, is probable. But that it 
would secure money in sufficient quantity to relieve the Government of the necessity 
of borrowing freely in its own name, we cannot believe. xVnd even if it did, it 
would still be open to the objection that the public would pay dearly for the money. 

227. We conclude, therefore, that no scheme for the establishment of Indian 
domiciled railway companies is acceptable. Only if relieved from risk of loss will 
shareholders subscribe at all. Even when so relieved, they will only subscribe 
relatively small amounts. Such small amounts would not justify entrusting them 
with substantially independent management. And unless management is substantially 
independent, the justification for the existence of a company disappears. And, 
therefore, approaching the question, not as one of national sentiment, but purely from 
the practical point of view, we find ourselves in agreement with the almost unanimous 
opinion of Indian witnesses, and recommend that the undertakings of guaranteed 
companies, as and when the contracts fall in, be entrusted to the direct management 
of the State. 

228. We think it necessaiy here to draw special attention to the caveat which we 
have to enter. It is not State management as it has hitherto existed in India, whose 
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functions we recommend to be so greatly extended. In earlier chapters of this 
Report the Committee have pointed out the failure and drawbacks of the existing 
isystem of control of Indian railways, whether considered from the executive and 
administrative or from the financial point of view. To the Government Departments 
concerned, as at present constituted and administered, we should hesitate to entrust 
any new responsibilities, in respect either of State or company managed railways. 
Our recommendation as to State management must therefore be read as coupled 
with and conditioned on tlie adoption — at least substantially, and in main outline — of 
the recommendations which we have made with respect to financial and administrative 
reforms. 

220. Our colleagues who desire to introduce the new system of guaranteed 
•companies with Indian domicile have, in paras. 248 to 310, set out their objections 
to direct State inanageinent. We will deal witli them very briefly. Their first point 
is that “ reliance cannot be placed solely on Government for the provision of the 
necessary funds.” That the Government has not provided sufficient money in the 
past, we fully agree. We fail to find any evidence that it has not been or will not be 
able to do so. If a borrower fails to get money because he refuses to pay the market 
price for it, that is no evidence that, when he offers to pay the market price, he will 
fail to o])tain it. The total indebtedness of the Indian Government is some 
410,000,000L ; and tlie whole of this except 1 10, 000, COOL is earning not merely its 
interest, but a substantial profit. The Commonwealth and State Governments of 
Australia, Avith a population of only 5,000,0u0 people, have been able to borrow more 
than 800,000,000^., though a much larger proportioii of this sum than in the case of 
India is non-revenue earning. They are still borrowing, and their issues are still 
readily subscribed in London. If we agree ! with our colleagues in thinking that the 
fact that the Government has not borrowed money enough is a proof that they cannot 
borrow money enough — they offer no evidence in support of their opinion — we should 
1)0 prepared to agree with them in their conclusion. For wo think it would be a 
lesser evil that the railways should be managed ou what we believe to be a bad 
system than that they should continue to be starved as they have been in the past. 

230. Our colleagues farther claim that the improvements in the administration 
•of State railways which have been effected are due to the emulation inspired by 
company management. But in fact, and speaking of present conditions, we have 
found no reason in India to think that company management is more efficient or more 
-enterprising than State management. We have found quite as much zeal for 
improvement, quite as much readiness to adopt new methods, on State railways as ou 
the company lines. This conclusion is identical with that reported in the Goveiai- 
meut of India’s Despatch No. 18, Railway, of the 17th August 1917 to the Secretary 
of State, which stated their “ unanimous view that so far as efficiency is concerned, 
“ there is really nothing to choose lietweeii a company managed line in this 
“ country and one under State management.*’ It is also identical with that of 
the present members of the Railway Board, whose considered opinion in a written 
statement which they submitted to us in Delhi, is that “ judging from the evidejice of 
“ results and from our own experience in administration, there is no ground for 

supposing that either system of management is intrinsically superior to the other.” 
And this is what might naturally have been expected, for the methods of management 
of the two classes are substantially the same. The only important difference is that 
the agents of the companies have the assistance of expert and experienced boards in 
England. And this expert assistance and experience our colleagues agree it is 
Kiesirable for them to forgo. 

231. Wo desire to add here that our criticisms of methods of management and 
control imply no blame to the men who have to work under the disabilities wliich we 
have described, and for which they are in no way responsible. On the contrary, on 
our tour through India, though it was no part of our duty to investigate the manage- 
ment of individual systems, we have seen amxjle evidence that excellent work is being 
done ill spite of the disheartening conditions both on State and company-managed 
lines. 

232. Our colleagues further suggest that experience in other countries justifies 
their preference for company management. Our reply is twofold : that in India 
oompany management in the ordinary meaning of the words does not exist, and 
oannot; we believe, be brought into existence; and, secondly, that a report on Indian 
tailvyays is not the place to discuss the general question of State v, company 
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management. Unless it is fully discussed isolated details are valueless. For its. 
adequate discussion a volume would hardly suffice. ^Ve are not unfamiliar with the 
instances advanced and »vith the surrounding circumstances, or with tlie examples of 
successful management which might be adduced on the other side. But we prefer to- 
leave to our colleagues all the advantage which their references may afford them. 

233. The whole reference to foreign countries is, in our opinion, irrelevant. It 
may he that State ownership in the countries mentioned is a mistake. We have^ 
however, not to advise about the past policy of other counties, but about a future 
policy for India under tlie conditions that we find there to-day. Conditions in India 
being wliat the}’ are, we have failed to find any solution of the problem subndtted to 
us consistent with the retention of company management. We therefore do not 
hesitate, thougli most of us have approached the question with a strong prepossession 
ill favour of private enterprise as a general proposition, to recommend that in India 
the State should manage directly the railways w’hich it already owns. 

234. Our colleagues hav(' adduced lengthy statistics which they consider prove 
the inferiority of State management in India. The figures would have been more 
persuasive if the comparison bad been made of like with like, or even if all the State- 
managed lines had been compared with all the guaranteed companies’ lines and not 
with a selection from them. 


235. Onr colleagues suggest that company management will better secure the 
appointment and promotion of Indians in railway administration. They give no 
reasons in support of this opinion. We are unable to supply them. From the 
evidence we have received we conclude that the Indian public take the opposite 
view. 


The com- 236. Lastly, our colleagues consider that, under their scheme, Indian money 

panyschenio would be raised so freely that there Avould be less need than in the past to have 
butolSe ' recourse to the English market. Our reply is that the total amount of additional 
additional money which could be raised by the proposed new companies Avonld be so small a 
money. proportion of the whole amount needed that it Avould not appreciably affect the ratio- 
in which the necessary funds would have to be raised as between the two countries. 
A rupee put into a (Jovernmeut loan is ji;st as much Indian money as a rupee 
subscribed to a Calcutta company. And it will cost the Indian taxjmyer a g(.»od 
deal less. The real question is not how much can be raised in India by share 
subscriptions, Init how much will bo subscribed in shares which would not be put 
into a Government railway loan. We see no reason to suppose that this latter amount 
will be other than quite small. 


237. Our own opinion is clearly that ii the East Indian and Great Indian 
London Peninsula undertakings were handed over to the management of Indian domiciled 
market. companies the effect would practically be to close the London market against them. 

F.ven now the Indian railways are out of favour. Sir Gerald Ryan, Chairman of the 
Pheenix Assurance Company, drew our attention to the obstacle to investment in 
Indian railway sterling securities caused by the fact that the total capital at present 
subscribed and outstanding, amounting to some £122^- millions, is subdivided into C3 
different securities, no one of which is large enough to secure free dealing in the 
market. Sir Gerald remarked : “ I would ask the Committee to consider how they can 
“ expect a system of investments — £1224 millions amongst 21 railways, subdivided 
“ into many different denominations and groups — to be anything like as popular as, let 
“ us say, the Canadian J^acific Railway, which has 128,O0O,OOOZ., or more than the 
“ Avliole of the Indian railways put together, and where the stocks are in tAvo or three- 
“ groups.” The IIou. C. W. Biddulph, a member of a firm of jobbers in the Indian 
raihvay market, stated that theie Avas only one other firm dealing in Indian railway 
stocks, as against six in the Argentine market. He gave as the reason for the 
infrequency of transactions that brokers and their clients say, “ This is too complicated 
and I would rather you had something more straightforward.” It is clear that the 
further increase in the number of different securities and the transfer of the domicile 
of the companies from England to India Avould not increase the popularity of Indian 
railway investments. It might, moreover, be found that the fact that the tAvo chief 
productive assets of the Indian Government had been handed over to such manage- 
jnentf AA’Ould render Indian Government loans themselves less attractive to the English 
investor. 


238. The management of a great railway system by an Indian-domiciled company 
is admittedly an experiment. State management is not an experiment — it has long: 
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■existed in India, and our colleagues admit that it must continue in at least one very 
important case. Even, however, if it were a question of choice between two 
experiments, it appears to us that, assuming either experiment to be a failure, it would 
be easier to transfer a State-managed railway to a private company, as has frequently 
been done in the past, than to disestablish, on six or twelve months’ notice,” a company 
already established. The machinery for testing the State experiment is in existence 
at this moment, while the machinery for the company experiment would need to be 
specially created. Further, in the former case, if the experiment failed, there would 
be no premium to pay, as our colleagues suggest would be necessary if the State were 
to take away from the newly-formed company the management of the East Indian 
Eailway. 

239. We regret to have been forced into (iontroversy with our colleagues. We 
have based our recommendation mainly on the broad ground, which seems to us 
incontrovertible, that as a matter of practical politics companies substantially inde- 
pendent cannot be formed in India, and thfit without such independence the advantages 
of private enterprise are lost. Hie fact that our colleagues can only propose the 
formation of companies in which the State would own the great bulk of the stock, 
appoint half the directors, and nominate the chairman, with an ultimate appeal in 
•case of disagreement on the board to the Clovernment itself, has confirmed us in our 
belief that we have correctly understood tlie position. 


TJie Method of Raining Additional Capital. 

210. We have, in conclusion, to make recommendations as to the method of 
financing railways in the future. It cannot be done through the existing Guaranteed 
■Companies if the recommendation is adoj^ted that no new capital shall be raised by 
them and that they shall gradually cease to exist. It cannot be done through 
affiliated companies, for their establishment is impraeticable. The independent 
companies ‘will continue to finance themselves. With the Branch Line Companies capital 
we have already dealt ; at best they must always be relatively unimportant. It 
necessarily follows that in our oiiiniou the State-owned railways must be financed wholly by 
solely by the Government. the State. 

241. And, when we speak of the Government, we mean the Central Government That ia, by 
at Delhi alone. It is true that by two or three witnesses, and especially by Sir 

M. V^isvesvaraya, wliose name deservedlj’- carries high authority, it has been urged that 
railway management should be largely decentralised and placed under the control of 
the several Brovinces. We are quite unable to agree. If there is one thing that rail- 
way histor}^ teaches more emphatically than another, it is that centripetal forces are 
stronger than centrifugal ; that aggregation into ever larger units promotes efficiency 
and economy. Examples are forthcoming from every quarter of the globe. Witness 
the universal acceptance in Great Britain at the present time of the principle of 
combining all the railways into four large groups. We have already mentiont^d 
how, when the Union of South Africa was formed, the railways of the four separate 
Provinces were amalgamated into a single system. At this moment there is pending 
in the French Chambers a Government Bill under which all the railways of France 
wall, for most purposes, including li nance, be co-ordinated and controlled as a single 
system. The war was hardly over when Germany decided to transfer the ownership 
from the individual State Governments to tlie Central Government and to work them 
as a single system. America affords a still more striking instance. In spite of the 
tenacity with which the Sovereign States of the Union— as they love to describe 
themselves — hold on to their independent rights, the Transportation Act of 1920 has 
provided for the transference of almost complete control over railway finance, 
new construction, rates and operation, from the separate States to the Federal 
•Government. 

242. We .have been told by some witnesses that centralisation in India is Need for 
■excessive; that 37,000 miles of railwaj", spread over a country so large and so 
diversified, cannot he managed from Delhi. We have already expressed the opinion centralised 
that a considerable measure of executive decentralisation is necessary. But when manage- 
we are told that the policy of the railways of India cannot he controlled from a single ment. 
centre we entirely disagree. 'Ihe mileage of the unified German railways is 
considerably more, and their traffic immensely greater. There is more than one 
private compaii}" in the United States at this moment whose traffic is double 

the total Indian traffic. No one will dispute that the Canadian Pacific, which 
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stretches across the Contiuent, is eilieiently maQa^ed from a single centre at Montreal* 
The Canadian National Hallways, which also extend' from ihe Atlantic to the Pacific^ 
aie managed from Toronto. 

!243. The precise method to he adopted for raising the new capital which will be 
required in the future cannot be laid down in advance. Methods must change from 
time to time according to financial conditions, as to which only experts in daily contact 
with the market can form an opinion. We do not think that the Indian Government 
has in the past exhausted all advantageous methods of raising money. In general 
terms we can say that in our opinion the necessary money must be raised by direct 
(h,)voriiment loans in India or in England as circumstances may dictate. Whether 
these loans shall be ordinary Government loans, or railway loans with or without a 
deli idle pledge hy the Government that the money shall be devoted wholly to railway 
purposes, or wht‘ther again they shall be Icuig or short term loans, are questions on 
which ex])ort witnesses wlio have appeared before ns have expressed divergent 
opinions. Our own opinion, after liearing the experts both in India and in England, 
is that at 'the present time issues in England should be ordinaiy sterling loans, but that 
the rupee loans in India would be more attractive if earmarked as for railway purposes. 

2-14. The need for large capital expenditure for fresh railway development 
is great, and will continue as far as wc can see for an indetinite number 
of years to come. But the question to-day is not one of development, but of putting 
the exUtiiig railway system into such a condition as to be able to handle with 
reasonalde efficiency and despatch, not the traffic of the future, but the traffic which 
at present is clamouring for accommodation that the railways cannot give. Eow 
urgent this need is, has been sufficiently shown in the evidence tvhich we have 
reproduced, hut we doubt whether anyone will be able fully to appreciate its meaning 
unless he has, like ourselves, listened personally to the lamentable tale of railway 
shortcomings, told by scores of witnesses in all parts of India from Madras to the 
Punjab and from Bombay to Bengal. In present circumstances we feel that, broadly 
speaking, future development must wait. But the rehabilitation and bringing up to- 
date of the existing system in the shortest possible time cannot in our judgment be 
postponed. We lieliove that, provided railway rates are reasonably increased, having 
regard to the economy of operation which may be expected once the railway machine 
is relieved of its present intolerable overloading and is able to receive and handle 
eeononiically the traffic actually in sight, new money spent for this pin pose will pay 
for itself directly. Even if it did not, we should tliiiik it incumbent upon the 
Government to spend it, and spend it forthwith. It is impossible to put into figures 
the which Indian trade and industiy are suffering from the crippled condition of 
the railways ; nor can the Goveriinient afford to ignore the discredit which is being 
brought upon the railway administration by the present conditions, and the bitter 
feelings aroiiserl in millions of passengers by the overcrowding to which they are now 
subjected. 

245. We therefore consider that, while new development should, so far as. 
possible, be postponed to a more convenient season, the money required to put the 
existing lines into a position where they are capable of dealing adequately with 
existing traffic should be raised, even at to-day’s i^rice, as soon and spent as fast as 
tlie railway's can put themselves into a iX3sition — by the recruitment of an adequate 
engineering staff, the enlargement of railway erecting-shops, and the assurance of a 
continuous flow of the necessary materials — to use it advantageously. 

And in this connection we think that the recommendation of the Mackay 
Committee deserves attention : — 

It may be possible in some years to obtain larger sums than are required 
to provide for expenditure at the annual rate which we contemplate, while in 
other years there may be strong reasons for reducing the loans. We assume that 
the Secretary of State will, as far as possible, take advantage of periods of easy 
money to raise funds in excess ,of his immediate requirements, thus minimising 
the risk of having to reduce the expenditure at a time of stringency.” 

This advice was not followed during the period of cheap money before the waiv 
We think the Government will do well not to forget it when market conditions are 
again favourable. 

246. There is a further point in this connection to which we attach great 
importance. Hitherto the money required by Indian railways has been raised 
mainly in Loudon. The Government borrowed largely in India during the war.. 
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But this borrowing was not for railways, but for war purposes. We think that from 
every point of view, not only tinancial — the recent wide lluctuations in the exchange 
value of the i*upee have emphasised the financial side siiHiciently- - but also from the Organisation 
economic and political point of view, the money required for Indian railways sliould for jwpu- 
as far as possible be raised in India. We are informed that, before the war, Govern- 
merit rupee loans were taken “ firm by the three Presidency Jfanks, now amalgamated 
into the Imperial Bank of India, and that these banks subsequently disposed of their 
holdings to the public; No doubt the new branches which the Imperial Bank is estab- 
lishing in cbnsiderable numbers will enable it to reach a wider circle of investors 
than before. But we think that the agency for the issue of Government loans requires 
to be organised much more thoroughly and on a much wider basis, and that the 
services of all the banks, both European and Indian, should be enlisted. 

247, Those who had experience of the methods by which the vast sums of money 
required by the English Government during the war were raised are aware what v/as 
accomplished by the enlistment in advance, not only of all the banks, but of other 
great financial institutions, and even of private capitalists, and how in this way the 
participation of the whole public which had money to invest was secured. We 
believe this could be done in the same manner, though, of course, not to the same 
extent, in India, provided there was adequate preparation and a systematic 
organisation in the hands of experts. A good deal can be done by personal invitation 
to Indian Princes and other great landowners and capitalists. But more important 
still is to tap the surplus resources of the mass of the people, the great bulk of whose 
savings, according to traditional Oriental ideas, still either goe^ into articles of perii^nal 
adornment in gold and silver, or lies idle in each man’s own possession. We have had 
interesting evidence from Indian witnesses as to the extent to which this immemorial 
custom is beginning to break down in places where any sort of banking facilities 
are available and how the process can be accelerated in tlie future. One point is 
clear: the work of enlisting the support of the masses must be done on a retail scale, 
and mainly through Indian agencies, money dealers in actual personal touch with the 
people. The amount of the individual contributions will be, of course, small, but the 
population ot India is immense. And all experience confirms the Indian evidence, 
that the first step is the most difficult, that the habit of investment grows by exercise. 

Section 3.— Proposals for Future Manage itient and the Methods of Raising 
Additional Capital. 

By Sir H. P. Burt, Sir \i. N. AIookkrjkk, Sir A. \l. Anderson, 

Sir G, C. Godfrey and Sir H. Lkdgaud. 

Future Management. 

218. The most important issue referred to the Committee is that set out in 
para. (1) of our terms of reference, the question of direct Smte management of 
railways in India as opposed to management by companies ; and any decision on this 
head must inevitably affect the decisions under the other heads of our reference, on 
which, however, there may be general agreement by the members of this Committee 
as a whole. But this issue of State versus company management is not such a clean-cut 
one as might appear at first sight, especially to those who advocate State management 
without any qualification ; for it is not a question whether from now onwards all 
railways in India should be managed by the State or whether all should l)e managed 
by companies. On the one hand it is agreed that the position as regards at least one 
State railway, the North-Western, cannot for strategical considerations be altered ; 
and on the other hand there is the case of the Beugal-Nagpur Railway Company, 
between whom and the Secretary of State there is a contract which is not terminable 
for more than a quarter of a century hence, in 1950. The company s 3 ^stem cannot 
therefore be extended to the former, and, as for the latter, it appears to us that 
prudential considerations alone forbid the pronouncerneut of a permanent policy for Pronounce- 
meeting the circumstances which may exist at that advanced date. It is clear, ment of 
therefore, and it must be recognised at the outset as fundamental to a proper permnnout 
-consideration of the question, that for mmiy years to come the dual system of both 
.State arid; cd&p|ipy operation must remain in force. 

‘ 249. .There is'imother fundamental fact, of which the Indian public, are perhaps 
not generfiliy at^re or sufficienUy appreciative, but whicli has been brought promi- 
nently to the notice of the Committee through evideuc(?; and that is that owing 
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to tbe effects of the war on Indian finance the Central Government will be unable 
for at least the next decade, and probably for much longer, to finance the railway 
systems to the extent which the development of the country demands. It is admitted 
on all liands that the Stale in the past has been fitful and parsimonious in its 
contributions to railways ; it is this failure on the part of the State to provide for 
the crying needs of rail transport which is responsible more than anything else for 
the complaints made by the public against railways, and, though a separate railway 
budget which has been suggested is administratively possible, and may conceivably 
give more stabilisation, this will not in itself produce more money. For the future 
as regards railways, the State has not only to face the increased expenditure required 
to meet the deterioration caused by the war, but also to provide the increased 
facilities for traffic demanded by trade, consequent on the new industrial 
Government development, estimated to cost fidly Rs. 30 crores per annum for some years to come 
suppirtllo without making any provision for the construction of new lines. At the same time 
necessary the State has to linance tlje short-term war debt amounting to about 100,000,000z. 
funds. and under the circumstance's we are confident that reliance cannot be placed solely on 

Government for the provision of the necessary funds. 
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::?5(). Finally, there is a third fundamental fact which must not be overlooked, 
that the reforms of ID Iff have created a new l^egislature which has a great measure 
of control over the budget, and India is at the beginning of a new era w^hich is 
designedly one of transition. As she advances in the direction of becoming a 
democratically-governed country, she will be faced with the dangers which lurk in 
the liandliiig of a commercial business through the agency of a State service and 
whicii experience elsewhere condemns. India cannot ignore these dangers, even 
though they may not he immediately imminent. 


251. The immediate problem which we have to consider resolves itself into 
tlie question what shonhl be done in tbe case of the two guaranteed companies 
whose coutiacts are terminable in the near future, the East Indian Railway and the 
Great Indian reniiisula Railway, in 11)24 and lff25 respectively. The next would be 
the Burma Railway in lff28, followed at intervals by otlier railways till 11)50, 
when the contract with the Bengal-Nagpiir Railway Company falls in. The 
importance of the question is greater than is suggested by the jnentiou of tbe two 
^^railways whose contracts shortly exj^ire, because their mileage is approximately 
'^lie-third of the total mileage of all the guaranteed companies’ lines in India, about 
6,000 out of 11), 000 miles, ami they form the great arteries of the Indian system 
connecting the two largest cities, Bombay and Calcutta, with each other and with the 
capital at Delhi. 
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252. The problem raises two issues : in the first place, whether the management 
of company railways ])y London Boards should continue, or whether the management 
should be located in India, This issue lias been partially settled by the decision of 
the Secretary of State, that the management of the East Indian Railway should be 
moved to Imlia after tbe expiry of the present contract in 1924. We need not discuss 
further the arguments for and against a continuance of the London Boards. The 
weight of evidence in India rejects the present system of management by companies 
domiciled in England, and for the reasons stated in section 1 of this Chapter, and 
notwithstanding the valuable services rendered by the companies in the past, we are 
in agreement that that system should be ciiauged, according as the several contracts 
can bo determined. 


253. As regards the second issue, whether, if the complete control be in India, 
management should be by a Company or by the State, it is desirable in the first 
instance to summarise briefly the case for each policy, as set forth in the recorded 
evidence of the Committee. The opinions elicited are very divergent. 
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254. Let US consider in the first place the arguments of those who favour 
company iiianagemeut. An iiniiortant and weighty section of opinion, including that 
of the Railway Board, is opposed to the view that State management is the best, 
holding that, as railways are primarily commercial undertakings, they should bo 
managed on a commercial basis, so as to secure economy and efficiency, that is to say,, 
by a Company with a Board of Directors. The following are held by the same body 
of opinion to be some of the defects in State management : (1) constant transfers 
of senior officials, resulting in lack of continuity of policy ; (2) the tendency to give 
promotion on the grounds of seniority alone without sufficient regard to efficiency or 



local knowledge ; (3) disregard of public opinion ; and (4) lack of initiative and 
flexibility. Further, as regards the co-existence of corapany-managed railways and 
State railways^ it is urged that improvements in the administration of State railways 
which have been effected during past years are mainly due to the emulation inspired 
by company management; in other words, that the initiative lies with the company- 
managed railways, and that emulation and comparison provide healthy results in the 
<;ase of State- worked lines. 

255. Tiirnidg in the second place to State management, we find that a large 
section of the Indian public supports the adoption of this system, because it believes 
that company management cfoes not encourage the development of indigenous 
industries by sufficiently favourable treatment ; that it gives preferential treat- 
ment to import and export "goods ; that under the present system of company 
management large profits are made in British interests ; and that hitherto the 
Kjompanies have not employed Indians in higher appointments except to a very 
limited extent, and have not granted them adequate facilities for technical 
training. Without pausing to argue here whether these views are correct or not, we 
venture to think they are coloured by the impression tliat company management 
necessarily connotes management through Boards in J.ondon. 'J'his, however, is 
not an essential condition of company management in India, and we deal with this 
point later, 

256. There is, also, in addition to the negative dislike of company nmnagement 
on the part of the Indian public, a positive feeling caused by an awakened national 
self-consciousness that Indians should have more control in the management of 
the railways of their own country, and with this feeling we fully sympathise,.^ 

257. We have placed in prominent juxtaposition the opinions, as gleaned from 
evidence, of those who favour on the one hand State management and on the other 
company , inaaag^ipent. Holding, as Ave do, very strongly to the opinion that company 
rather than State management is best suited to nmet Indian conditions, and agreeing 
with the views of those who advocate company management, we will proceed to 
develop the general arguments in favour of that system before attempting to put 
forward a constructive scheme for attaining that end. Our view is that State 
management, in other words complete nationalisation, should not be adopted in any 
country unless there are compelling circumstances which make it unavoidable. Let 
118 examine such circumstances and see if they apply to India. 

258. Working expense's under certain conditions, such as nationalised wages or 
extravagant over-expansion, might be so high that a countiy would be forced to 
subsidise its railways. This would mean that rates had already been raised to the 
full extent that passengers and trade could bear or that there was not the traffic to 
bring in the necessary revenue, and that, therefore, no prospect existed of railways 
earning their inte^^t or dividend. Under such a condition a State Avould have to 
nationalise to safeguard its subsidy, and thereby to maintain its communications. 
We do not find this to be the case in India. 

259. Allied closely to the foregoing is another possible condition, that the 
financial outlook for railways Avas so gloomy that it Avould be hopeless to attempt to 
raise more railway capital. This certainly does not apply to India. One more 
possible condition may be mentioned ; for military reasons it might be considered 
essential by a country to retain all railway operation in the hands of the State. Here 
again the conditions cannot possibly apply to India. 

2^0. It has been suggested that in India there is not company niaiiagemeiit in 
the ordinary meaning of Uio words, and that the system Avhich exists there at present 
has not worked and cannot be made to work satisfactorily. The system is that the 
State owns the lines and contracts Avith companies to work them. There are certain 
faults in the way in which the system has been Avorked, but these are capable of 
elimination —they are not inherent in the system. 

261. The alleged imperfections of guaranteed companies are not due, as is 
•currently believed in India, to company management in itself, and the evidence show s 
that the charges brought against railways are not peculiar to the company-managed 
lines. The main cause of the imperfectioiis in company AA^orking (ihey are equally in 
evidence on State worked lines) is imdoubtedl}^ to be found in tlie past policy of the 
Government of India in regard to the financing of the contracting companies, under 
which Government, while assuming full responsibility for providing the necessaiy 

K2 


Euinlation 
inKpired by 
conipHTiies. 


Arjfunients 
in favour of 
State 
niaiiago- 
inent. 


Oeiuand for 
Indian con- 
trol 


Company 
manage- 
ment pre- 
ferred. 


ArguniiButs 
foruationali- 
Bution do not 
apply in 
Indian con- 
ditiona. 


Faults in 
company 
management 
can be recti- 
fied. 

Complaints 
not peculiar 
to company 
managed 
lines. 

Tlieir origin. 



70 


Inadequate 

allotment. 


Reliance on 
Govemmeiit 
for funds 
tried and 
found wai\t- 
ing. 

JIo expecta- 
tion or 
success in 
futui’e. 

New sources 
must be 
found. 
Political 
considera- 
tions. 


Objection to 
State em- 
plo^’ment of 
labour force. 


Relations of 
State with 
staff. 


fiRids for capital expenditure, and refiisinjc: to allow the companies to raise any 
capital of their own, has at the same time limited the ammuit to l)e spent each year to 
a figure considered financially expedient for the country. . This policy oC financial 
caution has proved, from the resultant inadeqiuipy of funds and fluctuations in allot- 
ments, to be the scrioiis hindrance to the proper Vlevelopnient of the railways. This 
policy has been defended time after time as being, necessary fqr a poor country like 
India and as essential for her future financial credit.. Whether , or. not it is .agreed 
that such a policy was sound in the past under the varying conditions that prevailed 
from year to year, most people will judge now from the perspective of time, that it 
was at best a timid policy jiroving disastrous to the trade and industry of the present day, 

202. 'J'he difliculties referred to above which have so seriously hindered the 
railway administrations in India in meeting trade demands and providiiig hotter 
accommodation for passengers, particularly for the third class, afford no proof thal the 
company system must lie a failure and no argument in favour of complete nationalisa- 
tion. In fact the latter might well result in perpetuating and even accentuating the 
timid financial policy to which we have referred, as it is on record that the companies 
repeatedly and strenuously pressed for greater liberality in expenditure. 'The 
working of the company system as evolved for India can only be judged in the light 
of the financial difliculties which liave surrounded it at every turn. Freed from tliese 
difliculties, which are certainly not inseparable froili the syfet6»n, it has, in o(ir opinion, 
great national advantages suitable for any country, in that it ensures the larger share 
of any protits which may be made from the railways going into the coffers of the 
State, while avoiding the extravagance an<l other serious disadvantages of State 
management througli a vast and growing bureaucracy. 

2()3. VVe desire 1o emphasise this aspect of thie case as .strongly as possible. 
Reliance on (lovernment for providing the necessary funds for railway py^;poses lias 
been tried for many years and found to be altogether wanting. \Ye have during the 
(uirrentyear the curious spectacle of Ooventfmeiit in its Industries Department doing 
all it can to encourage trade developmont, and in its Finance Department failing to 
supply funds necessary for ^ the developmont of its transport ' services on which 
industries depend. We can see no reason for thinking that tloV^rnment wdll be in a 
position to provide year by year tlie largo sums needed for railway purposes, 'and we 
have given our reasons for coming to that conclusion. 'The future holds out little 
hope that greater reliance can be placed on Govet^iniient iirtliiscoimectiDii, and wo are 
coiivinoed tliat the positioh will ne'ver be reined i’^d[ if Government loans^^are * alone 
relied upon to secure the vast amounts required for railway purposes. The extreme 
importance therefore of finding new sources for the supply of capital is evident. ^ 

204. In dealing with this aspect of the ease certain poUtical factors in the 
situation must not be overlooked. It will contribute .,iii a large measure, to the W^R" 
being of India if the money which Government cannot provide for raihvays found 
in that country and its resources tapped for the supply of a part at least of the 
additional capital needed. The keynote of the present policy -in India is co-operation 
in the widest sense of the term wherever possible, and in onr view the system 
of management which we advocate will secure co-operatipn in the raising of 
additional capital without injuring the credit of the Government of Indja or 
limiting in any way the control which, as is the universal practice in all countries. 
Government must exercise over a railway monopoly ill order to safeguard the interests 
of the public. ’ 

265. We have draWn attention in an earlier part of this separate Section to the 

dangers which India might some day have to face in the working of a commercial 
business through the agency of a State seiwice. In this connection we cannot refrain 
from referring to the obvious objections, not to say the positive dangers, of making 
Government the sole employer of a vast labour' force. Strikes so far on . Indian 
railways have l>een sectional only, and have never as yet seriously affected communica- 
tions. We feel confident that the position would be very different if the entire staff 
belonged to a State service. , , - . , 

266. Another weighty objection often urged against State management, is the 
system of promotion by seniority and consequent lack of continuity of service on one 
railway. Now there should be no causal relation between the one and the other, hut 
it is impossible to pass oyer the fact that in actual experience the fault does occur in 
every State service, owing to the tendency to allow seniority to assume undue 
importapee in the selection of officials for the higher posts. Moreover a State service 
is always bound by rigi<l rules and scales of pay, find cannot allow the latitude 
exercised by a commercial concern in singling out and recognising merit: 
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267. So .far as we know the only safeguard against these dangers and objections, 
which are inherent in the State operation of railwa^'^s, is company management. 

268. We will now allude briefly to the conditions in a few important countries 
where State management exists. The Swiss Federal railways in seven years 
{1914-20) have shown a loss of 200 million francs, say 8 to JO million sterling. 
Befbre the war they were earning a small profit. Passenger fares have been increased 
by 40 to 60 per cent. Prior to 1914 and subsequent to the date of nationalisation 
there was a steadv and often large increase in the cost of the stall and in the operating 
ratio. The Northern Railway of Austria, before it was taken over by the Government 
in 1906, paid a dividend averaging for the previous five years 12 per cent. ; the 
Government succeeded in turning that profit into a loss. In Italy for a period of 
eight years from 1905, when Gcvernnient took over the working of the railways, there 
has been a steady yearly increase in the operating costs and the return on the capital 
has declined. The Soutli African railways show a loss of 2,00(),0()0Z. on the last 
two years’ working. The American raihva 3 ^s are in such a bad way consequent on the 
period of Government control, that President Harding in a recent address to Congress, 
after referring to the ‘‘heedlessness of cost (4 Government operation,” emphatically 
asserted that there would be a foundation for rebuilding after the past disaster, if it 
was clearly understood that there would be no State ownership, and that the people 
would not be taxed to cover railwa}^ deficits. Tliis shows the trend of opinion in a 
democ ratio country. 


269. It is quite clear that war and post-war conditions have bad much to do with 
the high cost of railwa.y operation in all countries, and that figures can be given 
showing the financial difficulties of compai^y-operated lines ; but State opei’ation, 
hampered bv standard rales and standard wages, is bound to be slow in getting back 
to more normal conditions and through lack of elasticity is likely to be far behind 
company operation in hastening on recuperation. We attach much weight to the 
fact that the Indian railways, with the ])alaucing effect of company-managed lines, in 
spite of the serious handicap of inadequate facilities, and with a comparatively 
moderate increase of rates and fares, have not fallen into the low financial state of 
railways of maii^" other countries, and we are confident that the result would not liave 
been the same had all the railways been ox)erated by the State. 

270. Comparisons in economy and efficiency invariably prove advantageous to 
•conipany management, but it is not always easy to obtain suitable comparisons. We 
•can, however, do so in India, and we quote a few figures which may prove enlightening 
to those who do not possess an intimate knowledge of Indian railway working. These 
figures have been extracted from statistical returns maintained by tlie Railway 
Department and, whether mathematically correct or not, they have all been arrived 
at on a common basis. It appears to us that the results exhibited, which are uniformly 
favourable to company management, are of sufficient interest to produce here. 
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271. Oa a review of all these considerations, it appears to us that in the 
interests of India it is as necessary as it is desirable that its railways should be 
worked as far as possible by company rather than by State agency, and we believe 
there will be no difficulty in evolving a scheme of company management in India 
which will meet the legitimate aspirations and claims of all sections of the community, 
will satisfy lx)th political and industrial interests, will relieve the financial situation 
and will at the same time give an opportunity for the harmonious co-operation 
of both Indians and Europeans in the working of the great and vital industries of the 
country and thereby ensure the rapid development of the resources of India for the 
benefit of all. We do not think State management can be relied upon to secure 
the same results. 

272. Wo now jnit forward two constructive schemes for this end. Taking the 
line that, as between Government and a )iew (Indian) East Indian Railway Company, 
there is no reason to complicate matters by taking into account the question of the 
direct obligations which at the end of 1924 Government will be under towards the 
late shareholders, annuitants and debenture holders of the existing English company, 
it is easy to suggest the outlines of a contract which should give the new company a 
reasonabhi return for its capital and remuneration for its services as managing 
agency. 

273. If the East Indian Railway net earnings at the end of 1024 over a period of 
three years have averaged about Rs. 8 crorcs per annum, and if C per cent, be the 
then prevailing and estimated futui*e value of money, then the capital value of the line 
will be about Ifs. J3i cvores, and this might be taken as a basis for negotiation. A 
new limited liability company might then be ] 3 romoted with rupee capital, domiciled 
in India, with its headquarters at (^ilcutta the present headquarters of the system. 
The company would have a nominal capiRd of, say, Rs. x pins 50 crores, of 
which Rs. X would represent the Government share capital, the balance of 50 crores 
being the authorised new share capital, of which about 25 crores might be called up 
in the first lew years. 

274. Interest at 1 per cent, less than the prevailing rate from time to time for 
Government loans, on the paid up public share capital, should be a first charge 
against the net earnings. Government must guarantee this return in order to ensure 
public confidence and make the shares a trustee security, but in realit}’’ this rate of 
interest would unquestionably be met from the net earnings, and the guarantee would 
therefore be purely nominal. Interest at the same rate on the Government share 
capital (x) should next be charged, and the balance of net earnings should be regarded 
-as surplus profits to be divided between the Government and the public shareholders 
in proi)ortion to their respective holdings. The amount to be assumed for x must 
be determined on a reasonable basis. 

275. Under the foregoing scheme the Government liabilities towards the old 
East Indian Railway Gompany are liabilities of the general revenues of India, and 
would be a matter for Government to deal with quite apart. Rut if preferred, an 
arrangement could be made which we call the second scheme, based on the booked 
capital outlay of the line, under whicli the interest on the outstandingliabilities would 
have to be specifically provided for as first charges against the earnings of the new 
company. In this case, the amount of such charges and liabilities and the amount to 
be taken as Government capital in the company, would need detailed investigation, ' 
but if capital outlay be taken as the Government holding in the new company, it 
would be equitable that Government should receive a fixed proportion, say one-third of 
the surplus profits, before division, in recognition of its ownership and guarantee. 

276. It should be noted that under botli the foregoing schemes, the actual terms 
-and fixation of capital must be settled in the light of the financial conditions 
prevailing at the time the contract is made. 

277. Whichever of the foregoing alternatives be chosen, the following general 
provisions would apply : — 

(а) The company with the sanction of the majority of the shareholders, which in 

effect would mean Government, should have the power of raising further 
capital when required. 

(б) The Government of India siiould have the right to acquire the shares 

subscribed by the public at a stated period, by giving six or twelve 
months* notice, and at such reasonable premium as may be agreed at the 
inception of the company. 
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(c) The Bonrd ssliould consist (if 10 Directors : five to ho elected hy the outside 
shareholders and five to he noininated by Government, It is desirable 
that half the rnmiber of Directors should be Indians, 

((/) Government should have the right to nominate a chairman from among the 
10 members ; the chairman should have a casting vote. 

(e) The management should rest with the Board of Directors aa is usual in 
(commercial concerns, except so far as legislation intervenes and except 
in such matters as control of rates, allocation of capital and revenue 
expenditure and service to be rendered to the State. 

(/; Should there I >e any disagreement between the nominated and the elected 
Directors which necessitat(‘s the exercise of the chairman’s casting vote,, 
the matter should be referred to the Government of India, if the miuority 
so desire. 

278. Let us now consider the advantages of a s(3heme of this nature and the 
jxissible objections. The experiment of having an Indian domiciled company is 
certainly worthy of trial, while it would not form an irrevocable policy when existing 
contracts expire at later dates. As regards advantages, we consider that in the first 
place Indian public oiiiniou will obtain full recognition without the bureaucratising 
of a commercial organisation, 'Fhe t'lovernuient of India, as now constituted under 
the Reform Scheme, will provide siillicient assurance that such opinion will not be 
disregarded ; and the remedy against complaints such as unduly favourable treatment 
of foreign trade, if it (*xists in competition with internal trade, will lie with the 
Tribunal wliicli the Coinniitme have uiiauimously recommended should be set up. 
Moreover, the ineiid)ers of the Legislative Assembly will be able to keep themselves 
fully acquainted with the internal working of the railway through their cotintiyriien 
on the Board of Directors. 

279. In the sfxoinl p]ac(b we hold that the appointment of Indians to high 
administrative posts and the promotion of specially meritorious Indians from 
subordinate to higher grades will be better secured under this scheme than on 
State-managed railways. The proposal will afford to educated Indians the best possible 
opportunities and facilities for learning the management and control of large com- 
mercial and public uudertakiugs, and give them an opportunity of becoming equally 
competent with trained Europeans in direction and management. This is one of the^ 
most important grounds which lead Indian opinion at present to desire State manage- 
ment; but we believe that by onr proposal their object can be achieved in a more 
direct and detinite way. 

280. Whatever may have been the case in tlie past, India is now at tlie parting 
of the ways ; and, simultaneously with political reform, reform in commercial and 
industrial development is essential. Ko country can prosper politically without 
industrial prosperity ; and this cannot be secured merely by incieasiug the number 
of Government employees. 

281. A third advantage is to be found in this new method of financing Indian 
railways. According to our reference it is a primary duty to suggest means of raising 
sufficient funds for the development of Indian railways. The difficulties in regard to 
finance of the Government in India and of companies in England have already been 
indicated ; and on political grounds it is desirable to limit India’s indebtedness to the 
non-resident investor. Now, the scheme which we suggest wdll, w^e are confident, 
achieve our object in finding a new market in India. By the Government guarantee 
of a fair rate of interest, such trust money as requires investment will be attracted ; 
and there is a great probability, nay, almost a certainty, that a large amount of money 
from insurance companies, which have of late been rapidly growing in India, will 
become available. It will have the further advantage of tapping a new field of 
investoi-s in India itself, to whom a guarantee with additions base(l on a share of the- 
profits will naturally appeal ; for there are many grades of possible investors in India 
ranging between the i)ublic trustee and the speculator. 

282. The first loan of the new company will undoubtedly re(}eive a great impetus 
from what ipay be described as patriotic motives — as was the case in connection with 
the issue of the loan for the Development Scheme in Bombay — and when the practice 
is established 'of investing in railwaj’s, it is likely to be(;ome permanent. Moreover, 
the amount retjuired. for the East Indian Railway will, we are informed, not be likely 
to exceed 4 crores a year for a reasonable period in the future ; find we are confident 
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that with good security and the prospect of a satisfactory dividend, the amount will 
be forthcoming in India itself, if not entirely ironi Calcutta. 


283. Turning now to possible objections, we find, in the first place, the allegation 
of a practical diilicnlty, that suitable directors, both European and Indians, for the 
boards of the trunk railways in India cannot be found at present. We do not agree Smtai)le 
as to the impossibility of finding such men. We have no doubt they can be readily diicctors 
found in the Presidency towns, and desire to increase the opportunities for utilising 
the services of men who are suitable. Tiio experience already gained in the large 
organisations of the Port Trusts and Improvement Trusts is not without value ; and 
the traditional commercial communities of India already bring forward men with the 
requisite administrative skill, financial sense, and business acumen. 


284. Another objection is that Government would incur great unpopularity by 
parting with any share in so remunerative a property. We do not admit that Govern- No .sur- 
ment would under our scheme surrender any pan of its proprietary interest. It will 
merely be converted into share capital, with the prospect of making that capital more ment’s^ 
remunerative than it could be under direct State management. The sharing with the profnietary 
investing public of a portion of the increased railway profits due to the additional interest, 
capital subscribed by them cannot be considered an extravagance or a loss to Govern- 
ment, inasmuch as better and more economical management will bo secured. Still 
another objection has been raised that sucli a company might in the future have to 
borrow by means of debentures at a rate slightly above the rate for Government loans. 

We grant thivS, but would reiterate that tlie dilficulties of Government as regards the 
provision of funds must be recognised. If money must be obtained it is necessary to 
offer sufficient inducement. Furthermore, wo hold that borrowing by a commercial 
concern of the highest standing will leave the credit of Government as regards 
Government loans unimpaired, for, as we have already said, Government will not have 
parted with any of its assets. 


285. It may be argued by way of general criticism of our scheme that Govern- 
ment must in some way or another find the money for railway development, 
presumably by fresh borrowings or increased taxation, if it is asked to do so. Put 
the facts should be faced : increased taxation has already been applied to meet the 
deficit of the present year (1U21- 22), and there is a heavy burden of floating debt. 
If, as it is hoped, Government may at some later period bo in a position to raise 
larger sums than at present for the requirements of railways in India, there will be 
ample scope for utilising that money, first, in bringing State-managed railways to 
greater efficiency ; secondly, in providing funds for the guaranteed company railways 
which will still remain under contracts ; and, thirdly, in constructing the many new 
lines which are so urgently required. Moreover, past history cannot be ignored, the 
Government have regularly and continuously failed, and even refused to attempt, to 
raise the funds so badly required for the railways of the country. 


286. In consideration of the advantages mentioned above, and after discounting 
the objections, we would advise that in view" of the special present difficulties of 
finance a company constituted in accordance with our scheme is the best possible Manage- 
solution for the problem which lies before the Secretary of State in 1924 in connection 

with the East Indian Railway. It is impossible to foretell what may be the opinions ’ 
on these matters 15 or 20 years hence, in India, Europe, or the world generally, and 
we hold that it would be unwise at the present juncture to commit the Government 
of India to a permanent policy of State operation. If this scheme in regard to the 
Elast Indian Railway proves successful in attracting the required capital in and from 
India, the Great Indian Peninsula Railway Company whose contract expires in 1925, G 1 P. Ry. 
six months after that of the East Indian Paihvay Company, might be converted on 
similar lines into a rupee capital company domiciled in India, with its headquarters at 
Bombay. It would appear from the evidence that the prospects of raising share 
capital in Bombay are even brighter than in Calcutta. 

287. The conversion of these two arterial railways into domiciled rupee capital 
companies and their operation through the agency of boards in India, consisting of 
Indians and Europeans, including Government Directors, will, wo feel sure, give a 

great impetus to and create an interest in Indian investing circles. The question of Other ruse* 
the other guaranteed railways whose contracts have still many years to run, will have 
to be considered on their merits when these contracts become terminable. As for the their merits. 
State-managed railways, with the exception of the special case of the North-Western 
9164 L 
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Railway, if experience shows that the Indian domiciled East Indian and Great Indian 
Peninsula Ooinpanies can be successfully worked and that sufficient capital for their 
requirements is forthcoming, public opinion might largely support the extension of 
company management, and it might then be desirable to convert some of the existing 
State-managed railways into, or amalgamate them with, rupee capital companies. 
In this connection we agree with our colleagues as to the distinct advantage which, 
would accrue from the amalgamation of the East Indian and Oudh and Rohilkhand 
Railways ; there would be no difficulty whatever in effecting their combination under 
our proposal. 

288. In the insistent need for larger new capital expenditure on Indian railways, 

no source of obtaining funds on reasonable terms should be left unexplored. We 
beliuvty Government will derive much financial assistance from the Indian 

domiciled companies when they come into being, but it is probable that further 
financial help will be needed to supplement State loans, and we have considered 
whether the London guaranteed companies could be utilised for finding at least a part 
of any additional money which may be required. We cannot recommend that the 
London guaninteed companies should now, at this late date, be allowed to increase 
their share capital, because we recognise that having regard to the demand for the 
transfer of the administration from London to India, a substantial increase in the 
share capital of those companies would make the transfer more difficult and possibly 
more expensive. We agree, however, in recommending that the services of the 
companies should continue to be utilised for raising de])enture loans if the Government 
of India finds that such a course is convenient and economical. 

289. Further, we dou])t very much vvhether the proposals we have put forward 
for financing the East Indian Railway in 1924 and possibly the Great Indian Peninsula 
Railway in 1925, will be of sufficient assistance to Government to enable it to provide 
tlie capital necessary for the early construction of any new lines of coinmunication. 
2Jany of these have been under consideration for years past ; they are urgently 
needed if the development of tho country is not to be arrested. J1 further methods 
for financing such extensions are not devised, there is little or no prospect that India 
will make any material advance in the near future towards obtaining the 100,000 miles 
of railway considered necessary for the country by the Mackay Committee when they 
reported on the situation 14 yeixrs ago. We are of opinion, therefore, that if funds 
are not forthcoming, Government should have no hesitation in enlisting the help of 
private enterprise for financing, with rupee capital, some of the larger schemes for 
new lines which have already been delayed so long for want of funds. 

290. We cannot conclude our separate section of the Report advocating Indian 
domiciled company management without referring to some of the arguments against the 
existing system of company management brought forward by those of cur colleagues 
who are in favour of State operation. I^assed unnoticed by us, it might be held that 
those arguments would apply to the system of company management which we advocate. 

291. Our colleagues maintain that the existing guaranteed company system 
“ never has worked satisfactorily and cannot be made to do so,” and further that it is 
“ essentially unworkable.” We would point out that though the system may be 
peculiar to India, and therefore novel to the majority of those opposed to us on the 
Committee, it has none the less stood the test of time with a great measure of success 
and has the undoubted advantage of retaining State ownership in combination with 
company management. We have explained fully in another part of this separate 
section why the present system has not been a complete success, due mainly to the 
financial difficulties which have hampered its working; but we maintain that in spite 
of those difficulties it cannot, as a system, be condemned, and so satisfied are we of 
its advantages from a long and intimate knowledge of its efficient working, that with 
certain material alterations we have deliberately recommended that it should be taken 
as a basis for the creation of the Indian domiciled companies. 

292. In section 1 of this chapter (paras. 187 to 209 above) adopted b}^ the whole 
Committee, some considerable emphasis has been laid on the statement that a share- 
holder in an Indian guaranteed company is not a railway shareholder, as the word is 
commonly understood, and that the debenture holder occupies an equally unusual 
poaition. On general grounds we think it is advisable here to refer to the position o£ 
the share and debenture holders from a different point of view. It is no secret, and 
so fax as oux knowledge goes never has been a secret, that all Indian guaranteed 
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railway undertakings worked .under the company system are the property of the 
Secretary of State for India. Their several contracts show this clearly. Leaving 
aside the case of the East Indian Railway, which has features njore or less peculiar to 
itself, the leading companies have entered into contracts with the Secretary of State 
which provide that in return for a definite proportion of capital subscribed by them 
they shall be entrusted (under control) with the working of their undertakings, shall 
be entitled to a minimum guaranteed percentage on their subscribed capital, and to 
share along with the Secretary of State in the net profits of the underUiking, in 
proportion to the amount of capital held b 3 ^ each respectively^ in the concern. Share- 
holders enjoy the further valuable privilege of Jiaviug their subscribed capital 
refunded to them at par on the termination of their contracts. Their share capital is 
moreover a trustee stock, and Indian Guaranteed Railway Company shares may be 
regarded as among the safest railway investments on the market in that shareholders 
enjoy a security^ both as to principal and interest which is better than that pertaining 
to ordinary shares. 

293. For all financial and, indeed, practical purposes, the Secretary of State and 
the companies are partners in the undertakings, with rights and obligations clearly 
defined in the contracts. If there is confusion in the relative positions of the two, it 
is due to the position occupied by Government as Government and not as a partner. 
Similarly as regards the debentures, though they admittedly^ differ from the debentures 
issued by an ordinary compaiiy'^ in that the debenture holder has no definite charge 
on the undertaking, they are secured on the revenues of India, and that security can 
only^ be prejudiced should India become bankrupt. Consequently they are recognised 
as gilt edged securities, and it is difficult to see in what respect the debenture holder 
in an Indian guaranteed railway company suffers any’ disadvautage. 

291. A further criticism which our colleagues offer in connection with guaranteed 
companies is that a “ company docs not and cannot manage the undertaking ; it 
cannot, without the permission of Government, break new ground in any direction. 
Neither does the Government manage ; it only controls and restrains.” One is 
constrained to ask, who then does manage ? The signatories to this separate section 
have a close and intimate knowledge of Indian railway working, and we may perhaps 
be pardoned if we say that the quotations we have made bear no resemblance to the 
conditions which exist as we understand them. Companies do manage their railways. 
They employ an efficient and experienced staff, and the initiation of improvements of 
all kinds has usually” originated with company-managed lines. We think those who 
criticise have done so from an imperfect knowledge of the services the companies' 
administrations have rendered in the past, and have not appreciated the disability 
they have for so long been labouring under for want of funds. 

295. One of the arguments used by our colleagues in favour of State management 
is embodied in the following sentence : — 

“ We do not think in this fallible world company management can be so good as 
to escape fierce, often unfair, criticism fr(»m Indian opinion. Even if we 
were to assume that State management would not be better, e are quite 
sure that its failures would be judged more leniently” by’ the Indian public.” 
We regard it as our duty to recommend what wc consider best for India, not to 
adopt the line of least resistance or to recommend a course to avoid unfair criticism. 
While it may be thought that the public would be lenient towards the shortcomings 
of State-worked raihvays, it will generally be admitted that when complaints are made 
against companies the weight of public opinion leads to reforms. The State is often 
not an attentive listener and is apt to consider itself perfect. That public opinion 
might judge State railways more leniently is no argument in favour of the general 
adoption of State management. What India requires is the best it can obtain, and 
we are confident it will not be satisfied with less. 

296. Our colleague’s separate Report may be regarded by many as a wholesale 
condemnation of the system under which the guaranteed railways have been 
administered. We do not think that such condemnation will be accepted by” anyone 
who has any detailed acquaintance with Indian railways. In the first place we 
consider that the system of company management, devised and adopted in the latter 
part of the last century, wras an eminently suitable one, and it appears to us that the 
bargain which the State then made with the companies has proved to be favourable 
to the Government of India. In the second place, we hold that the English 
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domiciled companies have rendered valuable service to the State in undertaking the 
construction of railways at a time when India was unable to undertake the respon- 
sibility and burden of the work, and in improving the general standard of efficient 
management and working. The policy again which, while making over the majority 
of the State-owned lines to companies to work, retained the working of a few in its 
own hands, had many distinct advantages which remain to this day. The emulation 
brought about by company and State manageinent working side by side, has done a 
very great deal to raise the general standard of efficiency of railway working in India. 
In our opinion that standard would have been far different from what it is to«day had 
the iiianageine'nt been in the hands of the State from the outset. 

297. It may lie argued by those who compare the position of the company and 
State working as it is to-day, that little difference exists between them, that one is as 
good as tlie other, and that in initiative and flexibilitj^ and management generally the 
State-worked lines show results as good as the companies’ lines. In this connection 
wo should like to emphasise the fact that State management, as ordinarily understood, 
has not existed in India for many years past. State management in India has become 
a reflex merely of company management. Following on the quasi-independence of 
tlie companies. Government has deemed it advisable to endow the agents of the 
State-operated lines with powers similar to those granted to the agents of the several 
companies, with the result that the former Jiave been free from that amount of petty 
control and interference from headquarters to which they would undoubtedly have 
been subjected had there been State working only in India. 

29S. We consider we have evolved a practical scheme of management through 
an Indian domiciled company which will prove to be in the intei’ests both of India and 
of her people, and in i}uttiug it forward we desire to emphasise that company manage- 
ment of this kind has not yet been tried on railways in India, and that those who 
criticise company management for reasons chiefly directed against the boards in 
l^oudon cannot be regarded as opponents of a system wliicli has not yet existed. 
When oiir scheme is introduced, we are confident that the public, European and 
Indian alike, will find many advantages in it, and will appreciate that the country is 
in a fair way to escape the dangers of railway nationalisation. 

299. Sir Henry Burt desires to add the following to this part of the Report : — 
As pointed out by ]\Ir. Kisch in the written statement wliieh he prepared for the 
Committee, the liability which the State will have to incur on the termination of the 
existing contracts demands consideration. While I agree that it is desirable that the 
existing contracts should be terminated when they fall in, it is clear that circumstances 
may arise, as in the case of the Assain-Beiigal Railway, which might throw an undue 
financial strain on Government if in every case the contracts were terminated on the 
exact date when they expire, especially in the ease of those involving heavy cash 
disbursements. In my opinion the right must be reserved to Government to deal with 
each case on its merits, it being recognised that in certain eventualities it may be in 
the best interests of India that a contract should be extended for a short period. 

Methods of raising additional Capital. 

300. In conclusion we have to deal further with the very important subject of 
finance and bring together the recommeiulations thereon, some of which have already 
appeared in the foregoing paragraphs. No investigation or evidence was needed to 
emphasise the urgent necessity for money being provided from one source or another 
to bring the railways up to the standard of efficiency which the passenger traffic and 
trade of India demand. 

301. Up to a point there is no disagreement in tlie Committee as regards the 
proposals and recommendations for raising additional capital embodied in paras. 240- 
247 of this chapter. We cannot, however, support the proposals in full, for the reason 
that v\e hold, apart from other important considerations, that Government will derive 
financial assistance of the greatest importance from the Indian domiciled companies 
whose formation we so strongly recommend. 

302. There are undoubted advantages in making use of domiciled companies to 
find, from independent sources, the funds needed to meet the requirements of two 
such large administrations as the East Indian and Great Indian Peninsula Railways, 
estimated to amount to about Rs. 8 crores a year— by no means an insignificant 
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figure. Direct Governiiiont loans bearing a fixed rate of interest appeal to a certain 
section of investors, but apart from these, there are other, and we believe more 
important, classes of investors who are attracted by a lower rate of guaranteed interest 
•coupled with the prospect of a share in the surplus profits of the railways ; the shares 
in companies such as we recommend should ])e formed in 192d and 1025 will offer 
attractive investments to such lenders. 

303. But these Indian companies cannot come into being till 1924 and 1025, and 
for the intervening period the responsibility for providing the required funds for 
railway purposes must rest mainly with Government, and even subseqiiently to the 
formation of the Indian domiciled companies Government will still have to raise 
very large sums. 

304. The precise method for raising new capital cannot be definitely laid down 
in advance, ^lethods must change from time to time according to market conditions. 
Experts can best advise regarding these. But in genei*al terms we recommend as far 
as money is raised by the Government that it be by direct Government loans, and we 
believe these would secure additional attractiveness by beijig advertised, whether in 
England or India, as required for railway purposes. 

305. We anticipate that, as long as income tax in England continues to be levied 
at the present high scale, money will ]je obtainable in India on more favourable terms 
than in the TiOudon market, and the Indian money market should be exploited to the 
fullest extent, though varying conditions, such as those of exchange, may make it 
expedient for the Government to use the I.ondon market for meeting payments on 
rolling-stock and machinery. 

300. We consider that the assistance of all banks in India should be Unlisted 
when the Government comes into the market for raihvay loans, and that even 
imlependeiit offers from banks or groups of banks on special conditions, somewhat 
outside the ordinary Government terms, should not be lightly set aside. 

307. An important recommendation was made by the Mackay Committee in 1908, 
as follows : — 

“ We assume that the Secretary of State will, as far as possible, take advantage 
of periods of easy money to raise funds in excess of his immediate require- 
ments, thus minimising the risk of having to reduce the expenditure at a 
time of striiigeucy.” 

We endorse the views of that Goiumittee on this point and strongly recommend that 
they be adopted. 

308. An the total amount required annually is so large and believing that 
Government itself will not be able to raise in full the funds needed, we hold that 
no channel through which money can be obtained on reasonable terms should be 
neglected, and we do not desire to close the door to borrowing from any source 
thought suitable and economical. Government ought, if possible, to raise the 
necessary money by direct loans, even by paying a higher rate of interest than on loans 
for general administrative purposes, but if Government cannot adopt that course 
without interfering with or discrediting its liuancial policy, we recommend that full 
use be made of the existing companies for issuing debenture loans under guarantee. 

309. Further, if private enterprise is available for financing new lines, whether 
in the nature of feeder lines or through routes, we recommend acceptance, rather than 
that the country should lose the new development. We do not wish that all «levelop- 
ment depending on new lines of railways should be at a standstill until existing 
railways are brought up to date, because the period cannot be short and many new 
lines are of urgent importance. 

310. Our colleagues express the view that if the East Indian and the Great Indian 
Peninsula Railways were handed over for management to Indian domiciled companies 
►on the lines we have recommended, it might be found that this would render Indian 
Government loans less attractive to the English investor. We have not suggested 
that any portion of the capital now held by the Government should be disposed of, 
-and fail to see therefore how the security which the Indian Government will in the 
future have to offer, will in any way be lessened, or how its financial position can be 
j)rejudiced by the formation of the proposed companies. 
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Paras. 137 
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CUFAPTER VJir. 


Summary of Recommendations, and Conclusion. 

A.—Unanimous Beoommendations. 

1. We propose great changes in the constitution, status and functions of the* 
Railway Board. We recoiumend that at the head of the Itailway iJepartnient there 
shall ben Memlier of Council in constant touch with railwa 3 " affairs ; and we suggest 
that with this object there shall be created a new Department of Communications 
responsible for railways, ports and inland navigation, road transport (so far as the 
Central Government deals with this subject) and posts and telegraphs. We think the 
Member in charge of Communications must be an experienced administrator and able- 
to represent his Department both in the legislature and with the i)ublic. We do not 
think he need be expected to be a technical expert. 

2. We recommend that, on the one hand, the reconstituted Railw'a^" Department 
should dedegate considerably increased power of day-to-day management to the local 
railway administrations, and on the other hand should be relieved from control by 
the India Office and by the Government of India except on large questions of finance 
an^general policy. 

^ 3. We recommend that the Finance Department should cease to control the 

internal finance of the railways ; that the railways should have a separate budget of 
their own, be responsible for earning and expending their own income, and for 
providing such net revenue as is required to meet the interest on the debt incurred or 
to be incurred by the Government for railway i)iirpo£e3 ; and that the railway’’ budget 
should be presented to the Legislative Asseinbl^^ not by the Finance Member of 
Council, but by the Member in charge of Railways. 

4. We recommend that, subject to independent audit by the Government of 
India, the Railway Department should emplo.y its own accounting staff, and be 
responsible for its own accounts. We think that the present accounts and statistics 
should be thoroughly overhauled and remodelled with the assistance of experts 
familiar with recent practice in other countries. 

5. We recommend that the title of Ihu Lvay B oard be replaced by the title 
Railway Commission ; and that under the^ Membei~bT Council for Communications 
there shall be a technical staff consisting on the railwa^^ side of a Chief Commis- 
sioner and four Commissioners ; that of th e four, one should be in charge of Ji nance 
^d the organisation and staff of the office, and tliat the three other Commissioners 
should be in charge oT^ threeTreapet^ive geographical divisions, wester n ,~easlem and 
southern. The DivisionaL CmumissioueS, while 'hormally~enga^d at headquarters, 
shouTd“devote a substantial portion of their time to personal v isits to _their jliyisions. 

6. We recommend that the technical staff attached to the Commission shall bo 
strengthened, especially on the traffic side. We think the staff should be divided into 
six sections, each under a Director, one of whom should be responsible, under the 
Commissioners, for Ports and Inland Navigation and Road Transport. 

7. The changes and additions to the headquarters establishment which we have 
proposed may cost from 25,0001. to 30,000/. per annum. But we recommend this 
expenditure in the interest of true economy. And we point out that salaries in the 
highest posts of the Indian railway services are at present inadequate, and that, in 
consequence, not onl}’^ does the service fail to attract the right men, but it is actually 
losing to other employment those already in it. 

8. We think that the present number of Circles, each with an Engineering 
Inspector, is unnecessarily great ; and we recommend that the number of Engineering 
Inspectors be reduced, and the money utilised for the appointment of new officers 
called Inspectors of Traffic. 

9. We discuss the rights of management reserved to the guaranteed companies 
under their contracts, and we recommend that the new Member for Communications 
should, by agreement, whei^e necessary, with the companies, modify the present 
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position : on the one hand giving to the Railway Commission greater powers in 
reference to matters such as initiation and enforcement of reforms and some control 
over the appointment and retention of principal officers, and on the other hand, 
giving to the local executive officers greater freedom from interference in matters of 
everyday management. 

10. We suggest that there should ])e a less rigid regard than hitherto to the Para. 135. 
claims of seniority. 

11. We lay stress on the importance of giving to the Indian public an adequate 

voice in the management of their railways. And accordingly we recommend the Pams. 139 
establishment of Central and Tx)cal Railway Advisory Councils. We propose that the etseq. 
Central Advisory Council, under the chairmanship of the Minister of Communications, 
should consist of not more than 25 members, of whom three or four would represent 
the Departments of Government specially concerned ; eight or nine should be 
nominated, according to a scheme to be arranged, by the various associations 
representing trade and industry ; and a similar number, to represent agricultural 
interests and tlie travelling public, should be added by the nomination of one member 
by each of the Provincial Legislative Councils. 

12. AVe recommend the establishment of Local Advisory Councils, similar in Para. 142. 
constitution to the Central Council and perhaps of lialf the size, either at the head- 
quarters of each railway, in which case the agent would act as chairman ; or 
alternatively, at each important railway centre, in which case the agents of all the 
railways concerned should be members, and one of them (ffiairman. 

13. We recommend that these councils be established as soon as possible, para, 142. 
without waiting for the full introduction of the scheme which we put forward. 

14. AVe recommend the establishment of a Rates Tribunal, consisting of an Para. 15C 
experienced lawyer as chairman, and two members representing respectively railway ieq, 
and commercial interests ; and that there be given to them jurisdiction over all 
questions of the reasonableness of rates and of facilities ; that they be instructed to 
investigate the conditions attached to owners’ ” and “railway’s ” risk notes at the 
present time, and to frame new standard forms for use in future ; and that there be, 

under certain circumstances, an appeal from the decisions of the Rates Tribunal to p^^a 161 
the Governor-General in Council. 

15. We recommend that steps should be taken to reduce the delay in settling para. 163. 
claims for loss and damage, and that the utmost possible efforts should be devoted, 

not only by the local officials, but by the Railway Commission itself, to stamping out 

the very serious and widespread abuses in connection with allocation of railway Para. 164. 

wagons. 

16. AVe discuss the hardships to which third-class passengers are subjected, Pams. 107// 
especially on the occasion of the great “ melas ” or pilgrimages ; and we recommend »eq. 
various measures which, pending the radical improvement of the situation by the 
provision of adequate facilities, may do something to mitigate present conditions. 

17. AVe recommend that there be a reasonable general increase in Indian rates Pams. 72, 
and fares, and that the sur-taxes at present levied on railway traffic be withdrawn. 73. 

18. We recommend that greater facilities should be provided for training Indians 1S2- 

foi; the superior posts in railway service; and that the process of their employment 

in such posts should be accelerated. 

19. We recommend that branch lines shall as far as possible be constructed and Paras. 177- 
worked by the main lines to which they are tributary; and that only if the State is 180. 
unable or unwilling to provide the funds itself shall the formation of separate branch 

dine companies be encouraged. 

20. We recommend that, so soon as financial conditions make it possible for the Pai-a. 176. 
'Government to go forward again with railway development, the Indian States should 

be called into council, and invited to take part in working out a common plan in the 
•common interest. 

21. AVe recommend an enquiry into the question of inland waterway communi- Para. 155. 
nation as affected by alleged unfair railway competition. 
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Tjua. ISl. 

Para 207. 
Paru 203. 

Para 186. 


Para. 227. 

Pin a 224. 


Para. 840. 

Para. 241. 


Paras. 244 
and 245. 


Pai-a. *243. 


Para. 245. 


22 . We recointnencl a thorough iiiveRligation, l)y a Commission of the most 
competent experts whom the railway world can furnish, of the gauge question as it 
affects and is affected hy the potential future development of the Lidian system as a 
whole. ^ 

23. We recommend that the system of management by companies of English 
domicile should not be continued after the lermination of their existing contracts, 
and that these companies should not bo permitted further to increase their share 
capital. 

21. We recommend tliat uo steps should ])e taken towards establishing comf)ined 
companies, both with English and with Indian domioiie. 

B.— Divergent and Supplementary Recommendations. 

By the CiuiuMAN ; THE lloN. Mil. V. S. S. By Siu 11. P. Buut ; Siii R. N. Mookeiuee ; 

Sastri ; Mu. E. 11. IIilfa’ ; Mu. Puusuo- Siu A. R. Axdeusox ; Sir G. C. Godfrey ; 

TAMDAS ThAKOUDAS ; AND Mil. J. f'UKK. AND SlU JI. J^EDGAKD. 

25. We recommend that the under- 25a. We recommend that the system Paras.271 
takings of the guaranteed companies, as of both State and company maiiageihent and 278. 
and when the contracts fall in, be entrusted should be coiitiiincd, and that Govern- 

to the Jirect management of the State, ment should not be committed to a policy 
and that^vdleirthe contract wTtli the VaiM, of State management only for all raihvays. 

Indian Railway terminates in 1921 the We accordingly proposij a scheme for Para. 272. 
Oiidh and Rohilkhand State Railway be creating Indian domiciled companies to 
absorbed into that undertaking. manage the East Indian and, possibly, Para. 286 

the Great Indian Peninsula Railways. 

The cases of other linos to he considered 267 
on their merit.s when the contracts become 
terminable. 

26. We recommend that the whole 26a. Wc agree tliat much capital must Paia. 300 
of the capital for the future development be raised direct by the State, and that this 

of the Indian railways be raised directly should be done by the (’entral Govern- 
by the State, ment. We also recommend, from 1921 Paras.SOl 

We do not recommend that the onwards, that tlie fullest use bo made of 
provincial Governments should take any Indian domiciled companies, as proposed 
part in the work. under our scheme, as a means of providing 

funds from independent sources. We also Pava. 308. 
hold that as the total amount required is 
so large, no channel through which money 
can bo obtained on reasonable terms 
sliould be neglected ; for instance, further 
debenture loans through existing com- 
panies might be negotiated. 

27. We recommend that the money 27a. We agree that money should be Para. 300. 

required to put the existing railways into raised as fast as it can be economically 
proper shape should be raised, even at spent. Rather than that new develop- 
to-day’s prices, as fast as it can be eco- ment should be arrested, we recommend 
nomically spent, but we do not recommend that the assistance of private enterprise Para 309. 
the immediate raising of capital for the should be enlisted to provide capital for . 
extension of the existing system. new lines. 

28. We recommend that Government 28a. We recommend that Govern- Para. 304. 
issues for railway purposes should in ment borrowings for State and guaranteed 
England take the form of ordinary ster- railways should be by direct Government 

ling loans, while in India rupee loans loans advertised, whether in England or 
might perhaps be earmarked as for rail- India, as being for railway purposes, 
way purposes. 

29. We support the recommendation 29a. AVe agree in supporting this Para. 307. 
of the Mackay Committee that in periods recommendation of the Mackay Com- 

of easy money funds should be raised in mittee. 
excess of immediate requirements so that 
it may not be necessary to have recourse 
to the tnarket at a time of stringency. 

^ See footnote on page 68. 
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Paras. 30. We recommend the establishment 

ana Qf a systematic organisation to familiarise 
the population of India with the idea of 
subscribing to Government loans, and 
specially to reach through local Indian 
agencies the mass of the people to w^hom 
the idea of investment has hitherto been 
strange. 

C.— Conclusion. 

We desire to express our sense of our exceptional indebtedness to our Secretary, 
Mr. T. Ryan. Not only has he performed all the ordinary duties of a Secretary with 
the utmost efficiency, but during the sittings in India he also bore, owing to our 
inability to obtain a verbatim report of the proceedings, the heavy burden of pre- 
paring each day for our use an accurate precis of the oral evidence received. Further, 
during the whole course of our proceedings he placed at our disposal the resources of 
his exceptional memory in reference to the subjects that came before us. 

To Mr. E. R. Pole, who came to India as personal Secretary to the Chairman, , 
and was almost immediately appointed Assistant Secretary to the Committee, we also 
owe our hearty thanks. No task was too heavy for him, and he was always ready to 
work unsparingly to obtain any information that any member of the Committee 
desired to obtain. 

W. M. ACWORTH {Chairman). 

' H. P. BURT.^ 

R. N. MOOKERJEE. 

A. R. ANDERSON. 

G. C. GODFREY. 

V. S. SRINIVASA SASTRI. 

E. H. HILEY. 

H. LEDGARD. 

PURSHOTAMDAS THAKURDAS. 

eTAMES TUKE. 


30a. We recommend that the assist- Para. 306. 
ance of all banks in India should be 
enlisted when money is required to be 
raised, and that independent offers of 
loans on special conditions should not be 
lightly set aside. 


T. RYAN {Secretary). 


London, 

22nd August 1921. 


^ Subject to the reservations printed on page 90, 
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Reservations by Sir H. P. Burt. 

T cannot subscribe to the recommendation, in para. 181 of the Report, that “a 
thorough investigation of the gauge problem is urgent at this moment,” and should 
be undertaken by a special Commission. No one will deny that it would have been 
better for India had it been possible to avoid a break of gauge, and that it was 
unfortunate that such a broad gauge as the 5 ft. 6 ins. was originally decided upon as 
the standard, especially as full advantage has not been taken of that gauge in 
determining the running dimensions of the rolling-stock. But, at the same time, it 
will be accepted by those who have studied this question tliat, having adopted the 
5 ft. 0 ins. standard gauge, India would never have had at the present day even the 
relatively small total piileage she now has if that gauge had been insisted on so as to 
secure uniformity. With the growth in mileage of the standard gauge, the adoption 
of a smaller and less costly gauge became imperative if the poorer districts of India 
and the development of India’s resources were not to suffer from the want of railway 
communications. It was financially impossible to do otherwise. Thus the mileage 
of the two principal gauges has grown until we now have practically 18,000 irnles of 
the 5 ft. 6 ins. and over 1 5,000 of the metre gauge. 

2. There is no alternative now hut to deal with the question from a practical 
stamipoint, recognising existing facts and possibilities. The battle of the gauges has 
been fought out more than once in the past ; it is no longer a matter for academic 
discussion. No reader of our Report can fail to appreciate that the crying need of 
the moment, and the insistent demand' of the future, is and must be, not that the 
whole structure of the railwaj’^ system should further be reviewed, or that its 
equipment should he adjusted to conform to new standards. l)ut that the railways 
which exist should be brought up to a high standard of efficiency Avith the least 
possible delay. Even with the utmost economy this will tax all the resources of 
Oovernment and all the liiiancial assistance which can be enlisted. 

3. To divert attention at this stage, from the position as I conceive it to be, by 
an enquiry whose results either must be purely negative or else must set up a 
competing demand for expenditure on a vast scale, yet of manifestly less pressing 
urgency, would in my judgment be particularly unfortunate. The only effect of 
instituting such an enquiry would be to furnish a fresh reason for postponing 
expenditure which should be undertaken without delay to meet the requirements on 
which we have laid so much stress. 

4. Even if new construction be not entirely suspended for several years to come, 
it cannot, at best, be undertaken on any large scale, and in respect of snch new 
projects as may come under consideration, it must now, I consider, suffice to deal 
with the gauge problem as merely incidental to, and with regard to the immediate 
necessities of the particular case. The future policy in regard to the gauge problem 
so far as it affects new projects and conversion where necessary from time to time, 
may Avell be left to the Railway Authorities in India to settle. 

5. I would add that in my opinion the inconveniences of break of gauge in India 
are often exaggerated. The Presidency towns and ports of Calcutta, Bombay and 
Madras, and the port of Karachi, are all connected with eacK other and with Delhi on 
the same, the standard, gauge, all the strategic lines north of Delhi being on the 
same gauge ; while the complaint in respect of transhipment between the broad 
and metre gauges is due rather to lack of rolling-stock than to an objection to 
transhipment in itself. On these points no evidenct^ w^hatever has been taken by the 
Committee. The inconveniences of transhipment could, of course, be removed, but 
only at an immense cost which, in iny view, would be prohibitive unless all improve- 
ment and development of railways were arrested for years. 


While I have agreed in the recommendations made in Chapter IV. of the Report, 
regarding the reorganisation of the Railway Department of the Government of India, 
and while I think they will meet the requirements of the present position, I must 
record my opinion that the staff proposed for the organisation of the Railway 
Commission will be inadequate to cope with the Avork which will be thrown upon 
it, if State management is generally adopted. 


H. R BURT. 



APPENDIX No. 1 


Statement of Traffic Restrictions in force on 1st April 1921. 


AHSAM-BENGAL RAILWAY. 


Restricted Section. j 

Traffic affected. i 

1 

Remarks. 

Via Silghat Town . . . 

From Ditock Cherra to Hatikhali (both 
inclusive) to any station. 

Via Gauhati Ghat in through booking 
with the steamer companies. 

All goods traffic. 
Cattle. 

Motor-cars and packages 
over 10 mauiids in 
weight. 

Owing to Ghat difficulties. 

Without permission from the Sub- 
Divisional Officer, North Cachar 
Hills, Haflong. 

Owing to Ghat difficidties. 


BURMA RAILWAYS. 

The restrictions in force are those usual during the annual busy paddy season, viz., that the 
number of stone trains for the public is reduced by about half, as the wagons are required to carry 
grain. For the same reason our railway ballast trains are considerably reduced in number. There 
is, of course, a great shortage of stock and consequent difficulty in meeting the demands for wagons 


EAST INDIAN RAILWAY (GOODS Thaffic). 
Restrictions in booking of goods traffic in force on Ist April 1921. 


From 

To 

Date restriction 
imposed. 

Nature of restriction. 

All foreign rail- 
ways. 

All stations on 
E.I. Ry. and via. 

21 Mar. 1918 

Small consignments of tranship or road van 
goods, except Government and military traffic. 

One consignment not more than six maunds 
from same sender to any one station may be 
accepted on any one day. 

Smalls up to a limit of JO maunds may be 
accepted from Dehri-Rohtas Light Railway at 
Dehri-on-Sone for transhipment for each van 
goods train. “ Smalls ” may be accepted freely 
from 0. & R. Ry. stations, except to and from 
restricted areas. 

All stations on 
E.I. Ry. and 
via and foreign 
railways. 

To Khagaria and 
Gogria out-agencies 
via Monghyr and 
to stations on 

B. <fe N.W. Ry. via 
Monghyr Ghat. 

J May 1920 

Restriction applies to piece-goods in bales 
weighing over four maunds vm Monghyr and 
Monghyr Ghat. 

Budge Budge and 
Howrah. 

To and via 
Mokameh Ghat. 

21 Mar. 1921 

Restriction applies to kerosene oil only. 

All stations on 
E.I. Ry. and 
via. 

To stations on 

B. «& N.W. Ry. 
via Mokameh 
Ghat. 

24 Mar. 1921 

All goods traffic. 

All stations on 
E.I. Ry. and 
via. 

To stations on 

0. & R. Ry. via 
Moghal Serai. 

29 Mar. 1921 

All goods traffic via Moghal Serai. 

All stations on 
E.I. Ry. and 

via. 

To Bally Jute 
Mills. 

:U Mar. 1921 

Restriction applies to jute only. 

All stations on 
E.I. Ry. and 

via. 

To Bakudih. 

1 April 1921 

All goods traffic in full wagon loads. 


M 2 



EAST INDIAN RAILWAY (Coachjsg Traffic). 


From 

To 

Date 

restriction 

imposed. 

Nature of Restriction. 

1 . All stations 
and via on 
E.I. Ry. 

To all 

stations and 
via on E.I. 

Ry. 

13 Jan. 1918 

Restriction applies to ; — 

(a) Gunnies, hides, skins, chillies, including green chillies, 
spices, ghee, oil, potatoes, pepper, tobacco, jaggree and sugar, 
empty kerosene oil tins, brass, machinery and any other 
articles ordinarily carried by goods train, irrespective of 
weight, except tea and cases of cigarettes, tobacco and leather 
manufactured. 

(h) Individual packages exceeding 2^ maunds in weight 
by passenger train except from city booking offices, 
where the limit of 1 maund per package applies. Packages 
of piece-goods may, however, be accepted for despatch by 
passenger train, subject to a limit of 5 maunds per package 
except to B.B. & C.I. Ry. and via^ in which case the limit of 
of 1 maund per package for all goods will apply. These 
restrictions do not apply to — 

In case of (a) and (i) — 

Military or urgent Government consignments. 

In case of public goods (a) — 

(i) Cured hides and skins as trophies. 

In ease of (?>) — 

(i) Passengers' luggage ; 

(ii) Packages containing ice, fresh fish, fresh vegetables, 
fresh fruits, milk, cream, butter, and other perish- 
ables usually carried by passenger trains. 

Motor bicycles and side cars may be despatched irre- 
spective of weight. 


EASTERN BENGAL RAILWAY. 


Restriction 
in force 
from 

1 

Period of 
Re- 
striction. 

Restricted 
Station or 
Section. 

Traffic 

affected. 

Reason of Restriction. 

Date of 
removal of 
Restriction. 

Remarks. 









Coaclimg. 


7 ^nly 1919 

Until 

further 

notice. 

Via Jaganna- 
thganj Ghat. 

Live stock, 
motor-cars 
and 

carriages. 

Ghat difficulties 

Still in force 

5 Sept. 1916 

Do. 

To and from 
Farid pur 
Station on 
the E.B. Ry. 

Live stock, 
horses, car- 
riages and 
motor-cars. 

Owing to the per- 
manent station 

having to be aban- 
doned on account of 
floods. 

Do. 


4 Nov. 1913 




Do, 


Goods. 


To Sealdah 
(Calcutta) 
Station on 
the E.B. Ry. 


Jute traffic. 


This restriction was 
originally imposed 
on account of reduc- 
tion of shed accom- 
modation by lire. It 
is not proposed to 
remove the restric- 
tion as it is undesir- 
able to deal with 
Jute at Sealdah, the 
proper Calcutta ter* 
minal stations for 
that commodity 
being at Chitpore, 
Oossipore Rd., Ruth- 
tollah* Saheb Bazar 
Ultadanga, Ac. 


Do. 


Jute may, 
however, be 
booked to 
Sealdah for 
Soorah Jute 
Mills for 
direct line 
delivery, 
also to 
Beliaghatta 
Jute Mills. 
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Restriction 
in force 
from 

Period of 
Re- 
striction. 

Restricted 
Station or 
Section. 

Traffic 

affected. 

Reason of Restriction. 

Date of 
removal of 
Restriction. 

Remarks. 

W May 1919 

Until 
further 
i notice. 

From Patti - 
pukur 
Station. 

Piece-goods 

This is one of the 
Calcutta stations. All 
piece-goods traffic is 
dealt with ai Sealdah 
(Calcutta), where 

proper facilities for 
the traffic ha^'e been 
provided. 

Still in force. 


S March 1921 

Do. 

To Ranch ra- 
para and 
Halishahar 
Station. 

All descrip- 
tions of 
goods traffic 
for the Loco. 
Department 
of E.B. Ry. 

Due to Loco. Work- 
shop staff being on 
strike. 

Do. 



BENGAL-NAGPUR RAILWAY. 

No specific restrictions on 1st April 1921. Generally speaking, however, the capacity of the 
Bengal-Nagpur Railway to deal with traffic offering both as regards rolling stock and other facilities, 
is inadequate, and detailed information on these points has been furnished to the Railway 
Committee. 


SOUTH INDIAN RAILWAY (Goods Traffic). 


Junction or via 
Junction. 

Description of Traffic. 

Nature of 
Restriction. 

Date 

imposed. 


Foreign Traffic. 



Via Arkonam for stations 
’ south of Villupuram. 

All descriptions of traffic except loco, 
coal and railway materials. 

100 tons a day 

1 Mar. ’21 

Via Katpadi for stations 
south of Villupuram. 

Do. do. 

hO tons of tranship 
traffic, and 18’ 
metre-gauge loads 
a day. 

1 Mar. ’21 

Via Jalarpet and Erode to 
metre-gauge. 

Do. do. 

1 5 broad-gauge loads 
a day. 

1 Mar. ’21 

Via Mettnpalaiyam 

All goods traffic via Jalarpet, for 
stations on the Nilgiri Railway. 

20 loads a day 

7 Dec. ’19 
and 

21 Jan. ’21 

Via Shoranur 

All goods traffic via Jalarpet to metre- 
gauge via Shoranur. 

30 loads a day 

21 May ’20 
and 

21 Jan. ’21 

Via Katpadi, Arkonam, 

' and Jalarpet. 

Empty oil tins to and from all out- 
agencies except certificated traffic, 
packed in proper crates. 

Local. 

Total stoppage 

15 Dec. ’18 

Erom S.I. Ry. metre gauge 

All descriptions of traffic except loco 1 

Total stoppage (re- 

2 Mar. ’21 

via Arkonam and Kat- 
padi, to S.I. Ry. metre 

coal and railway materials. 

striction imposed 
by M.S.M. Ry.). 

1 

' gauge via Jalarpet and 
Erode. 



From S.I. Ry. broad gauge 

All descriptions of traffic 

41) wagons a day 

25 MaE’21 

to S.I. Ry. metre gauge 
via Erode. 




From S.I. Ry. broad gauge 
via Jalarpet, Arkonam, 
and Katpadi, to S.I. Ry. 

Do. do. 

Total stoppage for 
stations south of 
Villupuram. 

1 Mar. ’21 

metre gauge. 




’jFrom stations on the 

Do. do. 

50 wagons a day 

1 

26 Feb. ’21 

j Madras District to 

stations south of Trichy 
Junction. 



From stations on the Ma- 

All descriptions of traffic except 

1 Total stoppage 

22 Mar. ’21 

dura District. 

1 towards Trichy J unction and Erode. 



• Now increased to 38 temporarily. 
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GREAT INDIAN PENINSULA RAILWAY. 

Restriction on through Traffic, 


From 



Nature of 
Daily 

Restrictions. 


Remarks. 


E.I. Uy. - 


B.N. Ky. - 
N.G.S. Ky. 

M. & S.M. Ry. 

B.N. Ry. - 

N. G.S. Ry. 

B.B. & C.l. Ry. - 


G.L. Ry. - 
D.B. Rv. - 


Jubbulpore 
Katni - 
Manikpnr 
Cawnpore 
Jumna Bridge 
Delhi - 

Katni Mnrwara 
Wadi - 
Raichur 

Jubbulpore 
Man mad 
Cawnpore 
Muttra 
Id gall 
Delhi Sadr 
Gwalior 
Dholpur 



[-Limited to about 20 per cent, short of the- 
capacity and available engine power on 
the Section, the balance being reserved for 
military and local tratfic. 


Limited in keeping with restrictions imposed 
on broad gauge railways. 


Restrictions on Local Traffic, 

The loading of w agons in the direction of Bombay is restricted to non-pooled wagons, such aa 
wooden wagons and bogies which are not suitable for interchange purposes with foreign milways. 

All suitable wagons are pressed into the coal service and are being pushed down to the colliery 
districts situated both on this and foreign railways. 


BOMBAY, BARODA, AND CENTRAL INDIA RAILWAY (Bkoad Gacgk). 


Railway. 

Junction. 

Limit in 
Wagons. 

Nature of 
Restrictions. 

Cause of 
Restriction. 



Through. 



1. From E.I. Ry. - 

To H.B. & C.L Ry. 

KM) 

For transhipment to 

For w’ant of greater 


vi(x Agra East 


metre-gauge and 

tra n s h i p m e n t 


Bank. 


connected rail- 

facilities at Agra 



f 

w'avs. 

East Bank. 

2. From G.l.P. Ry. - 

Ditto i in Amalnev - 

,so 

- 

Iiisurticient loco. 





power. 

3. From Guzerat 

Vxa Charapauer 

14 broad- 

Exception : — timber, 

For w'ant of better 

railways, narrow 


gauge. 

rafters, lia Sabar- 

1 ra n 8 h i p m e u t 

gauge. 

FmGodhra- 


mati and Viram- 

arrangements and 


Via Nadi ad - 

3) 

gam. 

shortage of stock. 

4. From B.B. & C.L 

Ditto, broad gauge 




Ry. metre-gauge 

section. 


1 


section. 

Muttra - 

20 

— 

— 


Via Bharatpur 

30 

— 

— 


V/n Rutlani 

40 

All ti-aflfic livestock 






in addition. 


For want of better 


I'xa Sabarmati 

120 



transh i p m e n t 


Via Viramgan 

6 

Only stone traffic 


arr angementa 




limited to 2 wagons 


and shortage of 




from each Morvi, 


stock. Also loco. 




Dhrangadhra and 


power. 




Gondal Porbunder 






Railways. 
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Local. 

Nature of Restriction. 


Cause of Restriction. 


From any station on B.B. & C.I. Ky. : — 


5. To Dadar (Bombay) : — 

(1) Bulsar District, 2 wagons «la:ly - - - ^ 

Ahmedabad District, 1 wagon daily - - - / t > 

Rutlain D'strict) > liisunicient accommodation at 

Kotah District j ^ wagons weekly each - - C Dadar, and paucity of wagons. 

Raroda District, 2 narrow-gauge wagons daily - ) 


Ditto 

Ditto 


( 2 ) 

( 3 ) 


To Mahalakshmi (Bombay), grass limited to 65 wagons 
daily. 

To Grant Road (Bombay) : 

(a) Livestock and perishables, to be booked freely 

{b) Firewood, 25 wagons daily 

(c) Coal, 5 wagons daily . - . . 


1 


Insufficient stock and engine 
power. 


Inadequate accommodation at 
Grant Road, and paucity of 
wagons. 


6. To Viramgam Local Station. 

Firewood limited to 10 wagons as under : — 
•Bulsar District, 2 wagons daily - 
•Ahmedabad District, 1 wagon daily 
•Rutlam District, .5 wagons daily - 
•Baroda District, 2 narrow-gauge wagons daily 


Inadequate accommodation for 
unloading, paucity of stock 
and shortage of engine-power. 


7. To Ahmedabad Local Station. 

Articles requiring crane limited to 8 wagons per day from 
Bombay ------- 

8. (1) Traffic from Bombay Depot (Carnac Bridge) to any 

station is restricted to 120 wagons daily 

(2) Traffic from Bombay Port Trust Railway to any station 
is restricted to 80 wagons daily - - - - 


Inadequate facilities to unload. 
Inadequate accommodation for 
loading, but chiefly due to 
paucity of wagons and 
engine-power. 

Paucity of wagons and 
engine-power. 


(1) Traffic reiiuiring crane from the broad-gauge section of Bombay, Baroda and Central India 

Railway to any stations on the metre-gauge section via Sabarmati is limited as under : — 
Bombay Port Trust Railway, 1 bogie or 2 four-wheelers^ 
daily -------- 

Carnac Bridge, 2 wigons daily 

•Grant Road District, 1 wagon permitted occasionally - Inadequate transhipment 
•Bulsar District, 2 wagons daily - . - - (crane arrangements). 

•Baroda District, 2 narrow-gauge wagons - - • 

•Rutlam District, 1 wagon - • - - - J 

(2) Traffic in timber from the broad-gauge section of the Bombay, Baroda and Central India 

Railway to any station on the metre-gauge section via Viramgam is limited as under : — 


•Bulsar District, 2 wagons daily 
•Ahmedabad District, 1 wagon daily - 
•Rutlam District. 1 wagon daily 
•Raroda District, 2 narrow-gauge wagons daily 


Insufficient stock engine-power 
on broa<l-gauge and trans- 
shipment falilities at 
Sabarmati and Viramgam. 


Exception. — Timber, 25 ft. in length, not included in the alxive. It is restricted 
as under : — 

Via Sabarmati. T7« Viramgam. 


•Bulsar District, 2 wagons daily ('Jarnac Bridge, 2 wagons rails daily. 

Carnac Bridge, 1 wagon daily. •Rutlam District, 1 wagon timber 

rafters, &c. 

10. In addition to these restrictions, traffic has generally to be restricted for the following 
reasons : — 

(1) Lack of junction facilities. 

(2) Inadequate supply of wagons. 

(3) Shortage of loco power. 


• There are six districts on tlio broad-gauge section of this I’aihvay, and tney extend as under . — 

Grant Hoad District. — Stations (’olaba to Virar inclusive. 

Bulsar District. — Stations Saphala t<j Surat inclusive, and Tapti Valley and Bilitnora Kalaamba Kailways. 
Ahmedabad District. — Stations Utrau to Kharaghoda, Anand-Cambay, Debland-Yaso and Anand-tlodhra Branches, 
Butlam District. — Pilol to Shamgarh and Ujjain Branch. 

Kotah District. — Garoth to Delhi and Agi'a-Bayana Branch. 

Baroda District. — Gaekwar’s Dabhoi, Hajpipla State, Kosamba-Zankhvav and Broach Jambusar Railways. 




BOMBAY, BARODA AND CENTRAL INDIA RAILWAY (METRE GAUGE). 

The severe restrictions on the metre-gauge are 4lne to shortage of coal supply. 

Local booking. — Restricted to items 1 to 8 of Priority List in Monthly Gazette. All traffic may 
be booked in direction empties are running. 


From North-Western Railway to and via metre- 
gauge section of Bombay, Baroda and Central 
India Railway. 


From East Indian i-failway to and vCa metre- 
gauge section of Bombay, Baroda and Central ^ 
India Railway. 


From Oudh and Rohilkhand Railway, to and via 
metre-gauge section of Bombay, Baroda and 
Central India Railway. 


Via Bbatinda, 10 broad-gauge wagons daily. ' 

Via Hissar, 5 broad-gauge wagons daily. 

For Bombay, Baroda and Central India Railway 
via Delhi Serai Rohilla, 10 broad-gauge wagons 
daily excluding railway and public coal and 
salt, 

p Via Delhi Serai Rohilli, 10 broad-gauge wagons 
daily from h]ast Indian Railway. 

10 broad-gauge wagons daily from Oudh and 
Rohilkhand Railway. 

Via Agra East Bank, 10 broad-gauge wagons 
daily. 

IVrt Hathras Junction, 10 broad-gauge wagons 
daily. 

Via Cawnpore, .5 broad-gauge wagons daily, 
excluding railway and public coal and salt. 

to Delhi Serai Rohilla, 10 broad-gauge wag6ns 
daily. 


From Great Indian Peninsula Railway to and 
via metre-gauge section of Bombay, Baroda 
and Central India Railwaj’. 


From Bombay, Baroda and Central India Railway 
broad-gauge to metre-gauge section of Bombay, 
Baroda and Central India Railway. 

From Rohilkund and Kumaon Railway to and 
via metre-gauge section of Bombay, Baroda and 
Central India Railway. 

From Bengal and North-Western Railway to and 
via metre-gauge section of Bombay, Baroda 
and Central India Railway. 

From Jodhpur Bikaner Railway to and via 
metre-gauge section of Bombay, Baroda and 
Central India Railway. 

From Kathiawar Railways to an<l via metre- 
gauge section of Bombay, Baroda and Central 
India Railway. 


' Via Muttra Junction, 50 tons daily. 

Via Idgah Agra, 5U tons daily. 

Fta Khandwa. 100 tons daily. 

Via Ujjain, 100 tons daily. 

Via Delhi Sadr, 50 tons daily, excluding railway 
_ and public coal and salt. 

Goods booking restricted to items 1 to 7 of the 
I Priority List in Monthly Gazette and total 
I number of wagons via each junction restricted 
to 20 wagons daily. 


^ Restricted to 05 wagons 
railway coal and salt. 

Do. 


daily, exchtsive of 


do. 


( Restricted to 20 wagons daily via each junction 
excluding railway and public coal and salt. 

/ Restricted to 20 wagons daily from each Morvi 
J and Bhavnagar State Railways, including 
S through traffic, exclusive of railway coal 
( and salt. 


JODHPUR BIKANER RAILWAY. 

Via Kuchaman Road, owing to shortage of coal, traffic is restricted to 100 wagons daily, 
excluding Jodhpur Bikaner Railway consignments. When the coal situation is improved up to 
200 wagons daily can be accepted. 

NORTH-WESTERN RAILWAY. 

As regards coaching traffic, it would be necessary to run four additional mail and 55 additional 
passenger trains fully to meet the traffic offering. The restricted service is due chiefly to a shortage 
of rolling-stock. 

As regards goods traffic the following restrictions are in force : — 


Restrictions on Export frcnn North- West Frontier Province imposed at the request of Director of 
Civil Supplies^ North-West Frontier Province. 

1. Booking of wheat, wheat-flour, barley, maize, gram and sugar (other than gur and shakkar) * 
rice and ghee, from any station situated in the North-West Frontier Province, except when covered 
by priority certificates issued or countersigned by the Director of Civil Supplies, Peshawar, is stopped* 
This restriction does not apply to consignments booked as military stores or purchases on Foodstuffs 
Commissioner or Deputy Foodstuffs Commissioner’s account or movements on Controller of Contract’s 
certificate. 


Restrictions on Exports from Baluchistan imposed at the request of the Directcrr of Civil 
Supplies y Baluchistan. 

2. Booking of wheat, atta, jawari, ghee and other edibles, as well as all other goods traffic, from 
one station to another station within the Baluchistan Agency, with the exception of goods from north 
of Quette to Quetta itself, will only be allowed under permits to be issued by the Director of Civil 
Supplies in Baluchistan. 

(a) Booking of livestock from Sibi, Mushkaf and Nari Bank will only be allowed on permits 
issued by the Director of Civil Supplies. ^ 
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(h) Boolfin^ of Bhoosji, foodgraius, edibles, including potatoes and gliee and livestock (excluding 
horses) from any stition in Balinihistan to any station outside that province is stopped. 

Restrictions in items 2, 2 (a), and 2 (6) do not apply to — 

(1) Goods booked on military account. 

(2) Purchases on Foodsoufls Commissioner or Deputy FoodstufTs Coniiinssionei's account. 

(il) Consignments covered b} priority certiticates ifcsm*(l by tJie Director (d Civil Supplies, 
B duchibtan. 

(•1) Wool. 

(o) Fresh or dry fruits. 


Inipor/s oj Civil (xoods into liahu'hif^fan. covtroihul by the Utrvetot of (Uul Hupphes in Baluchistan 

Booking of civil goods tratlic, except foodgraius and tbnir, from any station outsule Baluchistan 
to any station inside Baluchistan is controlled by the Director ot Civil Supplies, Balneliistan, under 
whose certificate goods can be imported into that province. 


Control OH Bookiny of Kero.-ii nr Oil 

1. Despatch of kerosine oil from Karachi Port is restricted by (dvil Antliorities to the following 
four firms : — 

(1) The Burma Oil Company. 

(2) The Standard Oil Company. 

(3) The Asiatic Petroleum Company, and 

(4) Uai Sahib Chelaram, Dullaram, and their accredited agents. 


Civil Traffic to the Kalahayli-Iiannii and K<ihaf-Thal Haihrayb 

The Kulabagh-Baiinu Railway, inchnling Laki Pe/ai Tank sin tion and Koliat- Tlial Ui^ihvay, 
are at present used exclusively for the military forces kept in the North-West Frontier Province. 
Traffic other than military to these areas is controlled hy the Director of Civil Hnjiplies, North-West 
Frontier Province, Peshawar. 


Control (f Civil Tvafiv to Raivalpindi Distiict hy Not th-We.^lcrn llailtcay. 

f). Goods tridHo for Rawalpindi district beyond Jhelum lid Lalamusa and Rawul])indi section is 
controlled by the railway so as to keep it within the cpiantity that can be carrie 1 over that section of 
the lino. (The limit is Ifiri goods vehicles daily.) 
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APPENDIX No. 2. 


Statement showing Numbers of Indian and^ other Officers on Indian Bailways. 


— 

B.B. 
and C.I. 

S.I. 

N.O S. 

A.B. 

Bnnna 

M. and 
S.M 

E.I. 

B. and 
K, j 

B. and 
N.W. 1 

B.N. 

G.I.P. 

State 

Managed 

Total. 

AciK.NC'Y. 





i 









Indians : — 














District officers - 

— 

— 

— 

— 

— 

1 

— 

— 

, — 

— 

— 

— 

1 

Assistants 

— 

1 

— 

— 

— 

— 

1 

— 

— 

1 

— 

— 

3 

Others 

5 

2 

2 

3 

3 

4 

0 

1 

2 

5 

7 

13 ! 

53 

Knoinleks. 

Indians : — 





i 









District officci-s 

— 

— 

— 

— 

— 


— 

— 

— 

— 

3 

12 

15 

Assistuiits 

7 

1 

5 

3 

— 

2 

12 

— 

— 

7 

— 

23 i 

60 

Others 

47 


18 

21 

35 

11 

50 

7 

16 

43 i 

72 

149 j 

527 

Loco. AND C. AND W. 

Indians — 



i 

1 











District oOiccih - 

— 

— 

1 

— 

- 

' 

— 

— 

— 

— 

— 

— 

1 

Assistants 

— 

— 


— 

— 

— 

2 


— 1 

— 

— 

1 

3 

Othei-s 

KLKcrincAr,, Lkidi.k, and 

32 

14 

5 

8 

20 

19 

40 


10 

1 

1 

32 

49 

82 

314 

SidNvri Lnoinkeks. 


i 












Iinlians — Assistants 

1 


__ 

__ 

— 

! — 



1 — 

— 

— 


1 

Otliers 

8 

— 

— 


— 

7 

5 

__ 

— 

— 

— 

17 

37 

Stohkh and Printino. 




1 







1 


1 

riKiuuis. — Assistants 

— 

— 


— 

— 


1 

- 


1 

— 

2 

* 3 

Others 

: 7 

4 

2 

1 

3 

r> 

7 

— 

1 

5 

7 

25 

i 68 

Tkafuc. 

[iidians — 


1 




1 








District oflicL‘1 s - 

— 

— 


— 

— 

— 

— 

— 

— 

— 

1 

2 

Assistants 

2 

2 

i 

1 

2 

3 

11 

— 

1 

> 5 

3 

29 

60 

Others 

43 

21 

It) 

12 

28 

29 

53 

3 

12 

i 46 

46 

94 

403 

Al DIT. 

Indians — 










1 




District officer - 

— 

— 

— 

— j 


— 

— 

— 


— 

— 

1 

Assistants 

3 

3 

1 

1 

1 

2 

J. 

— 

1 1 

3 

2 

— 

21 

Others 

10 

() 

3 

4 

7 

11 

7 

2 

6 

i 

7 

14 


79 

Ml-DirAI,. 

Indians . — 




i 





1 



1 


Distiict officers - 

— 

— 

— 

— 

— 

— 

2 

— 

— 

— 

2 

— 

4 

Assistants 

— 

— 

1 

1 

— 

2 

— 

— 

— 

2 

1 

— 

7 

Others 

Colliery. 

(i 

4 


4 

! 

5 

3 

8 



6 

8 

2 

48 

Indians 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 



Others 

Marine and 







11 




5 

16 

32 

Miscellaneous. 



i 


i 









Indians 

— 

— 



— 

— 

— 

— 

— 

— 

— 

— 

— 

— 

Others 


1 




2 




1 i 

1 

2 

— 

6 


Abstract. 


Total number of officei's - 
Indians — 

171 

87 

59 

59 

1 

104 

I 

133 

1 

219 

16 

49 

1 

165 

221 

466 ' 

1,749 

District officers - 

— 

— 

1 

— 

— 

2 

2 


1 

1 

5 

13 

24 

Assistants 

13 

7 

8 

6 

3 

9 

30 

— 

2 

19 

6 

55 

158 

Others • - - i 

158 

80 ! 

50 

53 

101 

122 

187 

16 

47 

145 

210 

398 

1,567 

Percentage of Indians to 
total. 

7-60 

8-05 1 

15 25 

1017 

2'88 

8-27 

14*611 


4*07 

12*12 

4*98 

14*60 

10-41 
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APPENDIX No. 3. 


Statement showing the amount paid to Railway Companies as guaranteed interest, 
the amount recovered IVoni net receipts and the gain or loss to the State during 
the years 18rKS-59 to 1018-10. 


Year. 

Amount puitl as 
Guaiantoed Interest. 

A nnmnt i ec orered 
. fjoiu Net Keieipth 

Balance- Gain or 

Gain j 

Loss to tlie State 

Loss 




£ 

£ 



£ 

1858-59 


- 

838,411 

232,365 

— 


60<i,oi(; 

1859-60 


. 

1,199,929 

403,057 

— 


796,872 

1860-61 


- 

1,485.745 

380,413 

— 


1,096,:L32 

1861 62 


- 

1,788,153 

391,162 

— 


1,396,991 

186ii-ti3 


. 

2,166,755 

625,615 

— 


1,541,140 

] 868-64 


. 

2,456,182 

821,548 

— 


1,634,6:34 

1864-65 


- 

2,683,787 

1,129,851 

— 


1,55.3,9.36 

1865-66 


- 

2,889,241 

‘ 2,865,574 

— 


2:),667 

1866-67 


- 

3,031,087 

2,347,085 

— 


684.<)<)t> 

1867-<iH 


- 

3,480,677 

1,989,112 

— 


1,491,565 

1868-69 


- 

3,881,013 

2,229,509 

— 


1,651,504 

186.9-70 


- 

4,126,025 

2,627.911 

— 


1,498.084 

1870 71 


- 

4,341 ,609 

2,556,707 

— 


1,784,902 

1871-72 


- 

4,542,183 

2.877,1.53 

— 


1,665,0:10 

1872-76 


- 

4,862,188 

2,785,657 

— 


2,076..5.31 

1873-74 


- 

4,951>,244 

3,532 545 

— 


1,426,699 

1874-75 


- 

5,030,233 

3,742,303 

— 


1,287,9.30 

1875-7(i 


- 

5,146,157 

4,054,421 

— 


1,091,7.36 

1876-77 


- 

5,450,007 

4,818.106 

— 


631,901 

1877-78 


- 

5,372,238 

5,372,238 

489,806 



1878-79 


. 

1 5,702,898 

4,364,979 

— 


l,:i37,919 

1879- 80 


. 

5,667,875 

3.974,045 

— 


1,6JK1,2:30 

1880-81 


. 

3,921,412 

1 2,555,069 

— 


I,:l66,:i4.3 

1881-82 


- 

3,945,306 

3,312,294 

— i 


6.33,012 

1882 -83 


- 

4,110,075 

! 3,095,456 



1,014,619 

1883-84 


- 

4,132,642 

1 3,118,197 

— 


1,014,445 

1884-85 


- 

4,146,821 

2,985.409 




1.161.415 

1885-86 


. 

4,489,541 

3,2<)9,274 

— 


1,220,267 

1886-87 


. 

4,105,070 

3,095,263 

_ - 


1,099,807 

1887-88 


. 

4.519,311 

3,096,006 

— 1 


1,42:3, .305 

1888 89 


. 

4.f/08,.‘)06 

3.233,45.1 

— 1 


l,67.5,t >5.3 

3889-90 


- 

4,388,213 

2,875,230 

— 


1,512,983 

1890-91 


. 

4,038.295 

3,063,184 



975,111 

1891-92 



4,074,104 

3,077.258 1 

_ 


99(;,si.(; 

1892-93 


- ' 

4.524.77(> 

2,795.321 




1,729,455 

1893-94 


. 

4,710,607 

2,1^70.470 



1,740.137 

1894 95 


. 

r),233,(»04 

2.667,315 

— 


2,565,719 

1895-96 


- 

5,040,636 

3,704,577 

- 


1,. 3.36, 059 

1896-97 


. 

4,812,377 

3,206 830 




1.605.547 

1897-98 



4,620,372 

3,686,821 



9:L3..551 

1898-99 

. 


4,492,326 

3,983,947 




5( >8.379 

1899-00 


. 

3,036,047 

2,991.444 

— 



1900-01 

. 

. 

2,532,430 

2,532,4: ’>0 

498,027 


— 

1901-02 

- 

. 

2,09 1,174 

2,094,171 

371,406 


- - 

1902-03 

- 

. 

2,205,707 

2,265,707 

I87,:i92 


— 

1903-04 

- 

. 

2,270,018 

2,270.018 

442,192 


— 

1904-05 



2,331,781 

2,:331,78l 

992,420 


— 

1905-06 

- 

- 

2,370,835 

2,370,8:35 

1,134,925 ! 


— 

1906-07 

. 

- 

1,998,496 

1,998,496 

1,245,885 


__ 

1907-08 

. 

. 

2,041,514 1 

2,041,514 

718.793 ! 


— 

1908-09 

. 


1,649,195 

1,619.195 

90,268 


— 

1909-10 

- 

- 

1,984,316 

1,984,316 

995,937 


— 

1910-11 

. 

- 

2,007,340 

2,007,340 

1,040,634 


— 

1911-12 

- 

. 

1,825,970 

1,825.970 

2,764,387 


— 

1912-13 

- 

- 

1,854,062 

1,854,062 

3,608,591 


— 

1913 -14 

_ 

. 

1,952,416 

1,952,416 

3,491,042 


— - 

19l4r-15 

. 

. 

1,986,467 

1,<)86,4<>7 

2,389,665 


— 

1915-16 

. 

. 

2,131,862 

2,131,862 

3,743,142 


. — 

1916-17 

. 

. 

2,225,940 

2,225,940 

5,583,8.56 


— 

1917-18 

- 

- 

2,263,676 

2.263,676 

6,7:35,002 


-- 

1918-19 

- 

• 

2,176,675 

2,176,675 

8,218,906 


— 

Total 

- 

208,344,015 

156,816,708 

44,742,276 

5] ,.->‘27.307 





Net lofr.s 

. - . 

6,785,031 


9164 


O 
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APPENDIX N6. 4. 

List of Witnesses and Written Statements. 

PART I. — Witnesses who gave Orai. Evihenge. 








1 W KITTEN State- 



Okat, Kvidknck. 


MKNT8. 

KnniP. 

Bosignation, Ac. 



Page 




State- 



Date. 

Vol. 

PafragrnpliB. 

Vol. 

Page. 

ment 

No. 

LONDON. 









Staiitiall, W. 

Secretary. Public Works Depart- 

12,11.1920 

11. 

2 

1-250 




Deucliai*H, 0. 

ment, India Office. 

Government l)ii*eetor, Indian 


ir. 

14 

251-375 

IV. 

1 

1 

Railway Chimpanies. 


11. 

17 

376-645 




Kiscb, C. H. 

Deputy Secretary, Financial De- 

„ 





pai-tment, India Office. 








Reid, Sir Marsliall • 

— 

15.11.1920 

II. 

40 

646-815 

IV. 

4 

2 

Protjter, Sir Henry - 

Killick, Nixon & Co., Bombay 

j, 

11. 

46 

816-1055 

IV. 

4 

3 

Cohen, L. L. 

Director, B. and N W., R. and K. 
and D.U.K. Ry. Cos. 


11. 

53 

1056-1149 

IV. 

7 

4 

Gracey, Col. T. 


II. 

57 

1150-1341 

IV. 

8 

5 

Andei-son, G. A. 

Chairman, B.L. Ry. Co. ; Director, 
B.N. and Burma Ry. Cos. 

1 16.11.1920 

11. 

63 

1312-1542 

IV. 

14 

6 

Wilson, D. C. 

) 







’Fighieni, F. 

Secretary, Central Argentine Ry. 

» 1 

11. 

70 

1543-16.58 




Co. 








Huddleston, Lieut.- 

Chairman, N G.S. Ry. Co. ; Mana- 
ging Director, A.B. Ry. Co. 


II. 

76 

1659-1836 




Col. G. 








Schooling, F. 
Armstrong, Sir 

Director, Pimdential A ssumnee Co. 
Chairman, G.I P, Ry. Co.- 


11. 

82 

1837-1938 




Charles. 

[ 17.11.1920 

11 

86 

1939- 2170 

IV. 

18 

7 

Muirhead, A. 

Director, G.l.P. and S.l. Ry. Cos. 

) 







Barbour, Sir l)avi<l 

Chairman, E.I Ry. Co. - 

„ 

11. 

94 

2171-2341 

IV. 

21 

8 

Lavvience, Sir Wal- 

Director, M, and S.M. ; A.B. Ry. 

IS.ll 1920 

IT. 

100 

2342-2617 




ter. 

(ais.. and of the Assam Railway 
and Trading Co. 








Rendel, J. M 

Chairman, A.B. Ry.Co. ; Director, 

) 








S.P. and N.G.S Ry. Co. 

11. 

108 

2618-^797 




Huddleston, Lieut.- 

Managing Diiector, A.B. Ry. Co.- 

) 







Col. G. 








Constable, ted. \V. V. 

Chairman, and S.M. Ry. Co. ; 

> 








Directoi*, B.B. and C.I. Ry, Co. 


II. 

112 

2738-2940 

IV. 

24 

9 

Bobertson, Sir Do- 

Deputy (/Iminnan. M and S.M. 







nald 

Ry Co 








Miller, R. - 

Chairman, B.l). and B N. Ry. 


II. 

120 

2947-3084 

IV. 

29 

10 A 

Shelley, Major A. I). 
G. 

(ais. ; Director, Burma Bvs. iJo. 
CliairiiiiiTi, B.B and t’.I. Ry Co. - 

] 19.11.1920 






10(a) 

11. 

127 

3085-3308 

IV. 

31 

11 

Bennett, T. J. 



) 







Schu.ster, Sir Felix - 

Chairman, Union Bank - 

,, 

11. 

135 

3309-3385 




Grazeb)-ook, VV. O - 

Gillauders, Arhuthnot A (*o , Cal- 


n. 

138 

3386-3560 





cutta. 








Kimber, Sir Henry - 

Cliairmaii, S.l. By. and the C’al- 

) 







ciilta Tramwa).s Cos. 

[ 19.11.1920 

11. 

144 

3562-3616 



. 

Miiirhead, A. 

Glyn, Ma jor R. 

Directoi', S.T, and (LI.P. Ry. Cos.- 

) 

24.11.1920 

n. 

150 

3617-3756 




jiiehcape, Loid 

— 


11 

158 

3757-3863 




CALCUTTA. 









Innes, C. A. 

Secretary to the Government of 

17.12.1920 

V. 

1 

3864-3876 


1 



India, nepai'tment of Commerce. 




1 


1 


GaineroiJ, Col. H. A. 

Agent, Ka stern Bengal Railway - 
(diief Auditor, Eisterii Bengal Ry. 

( 20.12.1920 

HI. 

1 

3877-3899 

IV. 

36 

12 

Sinclair, C. S. B. 

(21.12.1920 

III. 

9 

;1953-3c965 




Church, R. W. 

Mining Engiiieei*, Railway Board - 

j 20.12.1920 

III. 

V. 

4 

3 

3900-3905 

3906-.3913 




Legge, F. C. 

Coal Transjiovtation Qfficer, Rail- 


iii.i 

5 

3914-3925 




way Boai'd. 








Greenham, L. 

Chief Auditor, B.N. Ry. - 

21,12.1920 

HI. 

6 

3926-3952 




Bell, E. A. S. - 1 

Memhei', Railway Board - 

22.12.1920 

V. 

6 

3966-3997 
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i 

Written State. 



ubal jBvjnKNt'> 1 


MKNTS 


Name. 

Su.\ 


. 

1 




State- 



Date. 

Vol. Page.' 

i 1 

Paragraphs 

Vol. 

Page. 

niont 

No 

Calcutta — ca»»/. 









Bagley, F. B. 

Chief Engineer, State Railways 

28.12.1920 

III. 

10 

3998-4036 

IV. 

38 

13 

{rot i rod ). 








Cair, A. C. - 

Acting Agent, B.N. Ry. - O 








Duncan, H. Gr. 

Traffic Department (Transporta- . 








CaiToU, C. - 

tion), B.N. Ry. 

Traffic Depai*tment (Coramorcial), 

3.1.1921 

111. 

14 

4037-4070 

TV. 

53 

14 


B.N. Ry. 








Taylor, W. 0. 

Wynne, Sir Trev- 

Chief Engineer, B.N. R3'. - J 

Managing Director, B.N. Ry. C%>. - 


HI. 

18 

4071-4122 

IV 

55 

15 

redyti. 






63 

16 

Hindley. C U. M. - 

Agent. E T Ry. - - - "I 

5.1 1921 

III. 

22 

4123-4169 

JV. 

Sheridan, Col. P. C. 

General Ti*affic Manager, E.f. Ry. > 

7.L1921 

ID 

28 

4183-4197 


78 

16a 

Purcell, E. - 

Rates Manager, E.l. Rv.- - } 

ID. 

38 

4297-4342 




Martin, O. - 

Martin Co., (^aleutta 

5.1.1921 

III. 

27 

4170-4182 

IV. 

97 

17 

Khaitan, Debi Pra- 

Marwarj Association. Calcutta ; 

6.1.1921 

Ill 

30 

4198-4226 

IV. 

98 & 

18 i > 

sad. 

and of Ihrla Bi'os,, Calcutta. 






99. 

19. 

Godfrey, J. J. ♦ 

McLootl & t'O. - - - 


III. 

33 

4227-4248 

IV 

102 

20 

Yeoman, H. F 

Place, Siddons and Gough, Calcutta 


III. 

.35 

4249-4274 




MacKenna, .1. 

l)evclo])inent Coniniissi<mer, Burma 

7 1.1921 

III. 

37 

4275-4296 

IV. 

103 

21 

Warren, Sir Norcot- 

Secretary and Treasurer, Bank of 

,, 

fIT. 

43 

4343-4364 





Bengal. 








Stuart- Williams, S. 

Vice-Chairman, Calcutta Pori 








C. 

Commissioncis. > 

8.1 1921 

ID 

46 

4365-4398 

IV. 

105 

22 

Burns, W. A. 

Traffic Manager, C^vlentta Port ) 
CoiuTuissionera. 

f 

8.1.1921 

HI 

49 

4399-4409 

IV 

106 

23 

Ghose, S. C. 

— J 

101.1921 

ID 

52 

4441-4454 




1 

11 1.1.921 

III. 

57 

4478-4604 




Pat tin son, J H. 

thiairman, Indian Mining A s.socia- 

101.1921 

111. 

50 

4410-4440 

JV. 

110 

24 


tioii. 








Sen, Bis>ves\var 

Asst Si'c.retary, Bengal National 


III. 

54 

4455-4470 

IV. 

111 

25 

Cljamber of Commerce. 








Walsh, C P. 

Sect etary to the Government of 

11 1.1921 

ID. 

56 

U71-4477 





Bengal, Public Woi-ks Department. 








Baxter, A. W. 

Naniyangaiij Chamber of Com- 


111. 

60 

4505-4513 

IV 

113 

26 


merce. 








Marshall, S. M. 

Tata Iron and Steel Companv -"] 








Dods. A. W 
Fairhiirst, G H. 

Indian Icon and Steel Company ( 

12.1.1921 

III. 

61 

4514-4519 




Bury, F. 

Eastern Iron C/ompaiiy - - 








Martin, H. P. 

Bengal iron Company - j 








Chaiidhury, K 

East indian ftailway Passenger.s’ 

13.1.1921 

Ill 

68 

4520-4531 

IV. 

114 

27 


Association. 








Ghosh, J. N. 
Choudhuri, N. M. - 

Indian Mining Federation - ^ 

„ 

ID. 

69 

4532-1-552 

1 '» 

115 

28 

J^olan, T H. 

Cooper, A. J. 

Acting Agent, A.B Ry. - 

General Traffic Manager, A B.Ry. ^ 


ID. 

71 

4553-4574 

i\' 

117 

29 

Roy, 1'arit Bhuahan 

Secretary, Bengal Mohajau Sabha 


Dl. 

74 

4575-4593 

IV. 

120 

30 

Peat, H. M. - 

Chaii’nian, Indian Jute Mills 


III. 

75 

4594-4600 

IV. 

122 

31 


.Association 








WatRon-Smyth, R. 

Vice-President, Bengal Chamber C 

141.1921 

III. 

76 

4601— 4636 

IV. 

124 

32 

M. 

of Coinniei’ce, ( 



89 

4637 -4661 




Cochran, A. 

Cliairnian Indiuii Engineering 


ID. 

84 

4662-4674 

IV. 

127 

33 


Association 








‘MADRAS. 









Barnardisfcon, Lieut.- 

Secretary to the Gov'ernment of 

18.1.1921 

Til. 

85 

4675-4731 

IV. 

127 

34 

Col. K. 

Moir, T. E. - 

Madtus, Public Works Dept. 
(Railway Bi’anch) 






130 

34a 

Late l^ii'Pctor of Civil Supplies, 


ID. 

93 

4732-4744 





Mad Ills. 








Magniac, Lieut. -Col. 

Agent, M. and S.M. Ry. - 

19.1.1921 

III. 

95 

4745-4826 

IV. 

130 

35 

C. L. 








Wathen, F. B. 

Geneml Traffic Manager, M. and ) 

26.1.1921 



151 

5111-5138 





S.M. Ry. 








Simpson, J. P. 

Chairman, Madrius Chamber of ) 









Commerce. j 








Fraser, Sir Gordon - 

Member, Madras Chamber of ! 
Commerce. j 

20.1.1921 

III. 

103 

4827-4872 

IV. 

139 

36 

Syraonds, A. P. 

Member, Madras Cliambei of j 









Commerce. J 









O 2 



'Nanu). 


Desigiiation, Ac. 


M^drxs — cont. 

Saib, M. A. Ahmed 
BadRliH. 

Ohetty^ .SirP. Thya- 
gai’aya. 

Lamb, W. 

Ayyiiiigar, 1 >11^18- 
wamy . 

Rao, l)e>>aii liahadur 
M. Kamacliaiidm. 
^litchell, H. H. G. -• 
Iyengar, K. Partl)a- 
aai'athy. 

Hassaii, Janoo 
Peer .Nlnliamed, 

Hajee Habib. 
Ayoob, 'J'ar Muha- 
med. 

Noor Mnlianiod,Haji 
Jamal. 

Janoo, Tar Alubamed 
ball, Pooi'jin 
Noor ^luliamed, 

Abdul Kuriiu. 
Logan, R. - 
Rowbothain, (\ S. - 


Southern India Skin ai»d Hides 
Meixjhants’ Association. 

Pi*esident, Southern India Chamber 
of Commerce. 

Deputy Secretary and Treasiiier, 
Bank of Madras. 

Madi'as Liberal League 

President, District Board, C 
Kistiia. \ 

Chairman, Madi*as Port Trust 

Railway Passengers’ Association, 
Madras. 


[►Rice, Grain and Sugar Merchants' 
Association, ]\Iatlras. 


J 

Acting Agent, S.I. Ry. - 
Deputy Traffic Manager, S.I. 

I 


BOMBAY. 

Ijloyd-Jones, (\ W. * 

Maciiaghten, H. I*. 
W. 

Dalai, K B Adarji 
yiuiichorji. 
Rurnboll, A. C. 
Ale.xaiulcr, W. 

Hawes, C A. 

Hebbletli waite, H. 
P. 

(jodVjole, Dew an 

Bahadur K. R. 
Naranji, Lalji 
Petit, Jehangir Bo* 
manji, 

Madan, B. P. 

Mehta, J. K. 
Thnekersey, Sii' Vi- 
thaldas 1). 

Patel, Gtiverdhandas 
1 . 

R^-ynolds, .1. 11. 

Hatch, G. VY. 
Visvesvaraya, Sir M. 
Tilak, D. B. 
BluuTTial, Ram ji 

Prasada, R. S. 
Chaudrikn. 


Agent, Nizam’s Guaranteed State 
Railway. 

Deputy (.’hairnian, Bombay I 
Chamber of Commerce, and of > 
Wallace A Co., Bombay. ) 

President, District Board, Broach 

Agent, G I.P. Ry. 

General Traffic Manager, G I.P. j 

Hy. , ■ !- 

Chief Auditor and Accountant, | 
G.T.P. Ry. j 

Killick, Nixon A Co., Bombay 

Sbapoorjee, Godbole A Co., Ahmeda- 
bad. 


^Indian Merchants’ Chamber ai:<l 
j Bureau, Bombay. 

Indian Millownei’s’ Association, I 
Bombay, and Indian Merchants’ j 
Chamber and Bureau, Bominiy. I 
Hon. Set'.retaiy, Abmedabad 
Milhjwners’ Association. 
Manager, Port Trust Railway,! 

Bombay, [• 

Cliainuuii, Bombay Port Trust - ) 
Dewaii of Mysore (^retired) 

Giuiii Merchants’ A.ssociatioii, 
Bombay. 

All-India Hindu Sabha ; All-^ 
India Railwax men’s Con- { 
ferenoe ; United Provinces 
Zamindars’ Association; Jn- j 
dian Kconoraic Society -J 


OBAt EVIDENCK. 

AVrittkn Statk- 
MKX1S. 







state- 

Date. 

Vol. .Page. Paragraphs. | 

Vol, 

page. 

ment 




i 



i No. 

20.1.1921 

III. 

108 

4873-4892 

IV. 

140 

37 

21.1.1921 

111. 

109 

4893-4923 

IV. 

141 

38 

91 

III. 

114 

4924-4939 




22.1.1921 

HI. 

116 

4940-4965 




22.1.1921 

111. 

118 

4966-4979 

IV. 

143 

39 

24.1.1921 

— 

126 

6022-5067 




,, 

HI. 

121 

4980-4998 

IV. 

147 

40 

■ 

III. 

124 

1 

4999-5021 

IV. 

147 

41 

25.1.1921 

III. 

1 130 

5058- 6067 

IV. 

1 

150 

42 

o 

Tir. 

: 131 

5068-5110 




31.1.1921 

HI. 

157 

5139-5186 

i 

IV. 

151 

43 

1.2 1921 

HI. 

163 

5187-5227 

i 

IV. 

152 

44 

2.2.1921 

HI. 

168 

5228-5237 





111. 

169 

5238-5263 

jiv. 

154 

45 

4.2.1921 

III. 

172 

5264-5311 

IV 

158 

46 

9.2.1921 

HI. 

202 

5503-5524 

i 

161 

46a 

99 

in. 

209 

5539-5561 




4.2.1921 

HI. 

178 

5312-5339 

IV. 

168 

47 

] 

HI. 

182 

5340-5362 




5.2.1921 

HI. 

184 

5363-5396 

IV. 

169 1 

48 





IV. 

174 

49 

7.2.1921 

HI. 

187 

5397-5417 

IV. 

176 A 

50 A 





i 

178 

50a 


IH. 

190 

5418-5436 

liv. 

179 

51 





IV. 

179 

52 

8.2.1921 

111. 

194 

5437-6470 

IV. 

180 

53 

99 

HI. 

198 

5471- 5485 




9.2.1921 

HI. 

200 

5486-5502 

IV. 

182 

54 


IH. 

207 

5525-5538 

IV. 

185 A 

55 A 






195 

56 



103 
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Vol. 
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Paragraphs. 

Vol. 

Page, 

State- 

ment 









No. 

Bombay — con^. 









Freeland, Maj.-Greii. 

H. F. K. 

Pechey, W. P. 

Agent, B.B, & C.I. liy. - 

10.2.1921 

HI. 

211 

5552-5590 

IV. 

197, 

57, 

General Ti*affic Manager, B.B. <fc [ 
C.I. Ry. - - f 

Chief Auditor and Accountant, j 

Morley, W. C. 






202 & 
206 

57(a) 

B.B. & C.I. Ry. - -J 






6m 

Hepper, Sir H. A. 

Director of Development, Bombay 

11 

HI. 

217 

6591-5624 

IV. 

207 

58 

Lawless. 








Bilimoria, A. J. 
Padshah, B. J. 

Tata Sons, Ltd. - - - ) 

- -i 


V. 

9 

5625-5635 

IV. 

211 

59 

Curtis, Sir George - 

Member, Executive Council,^ 








Rahim toola, Sir 

Ibrahim. 

Hayward, M. H. W. 

Bombay 

Member, Executive ('ouncil, j 

Bombay - - - ! 

Member, Executive Coniieil, j 

11.2.1921 

HI. 

220 

5636-5660 




Bombay 








Setalvad, Sir Chi- 

Member, Executive Council, 








inaiilal. 

Bombay 








Dalai, Dadiba 

Merwanjee and Sons, Bombay 


V. 

10 

5661-5678 




Merwanjee. 








l^ehta, Chunilal V.- 

Minister of H.E. the Governor of'] 









Bombay 








Hussein, Hidaya- 

tullali Gliulaju. 
Paranjype, Ji. P. 

Minister of H.E the Goveimor of 
Bombay 

Minister of H.E. the Governor of 


HI. 

225 

5679-6697 




Bombay ~ ~ ^ 








Dhirajram, R. B. 

Ambalal Himatlel & Co., 

11.2.1921 

III. 

227 

5698-5709 

IV. 

212 

60 

Himatlal. 

Ahmedabad. 








Doraiswami, S. V. 

Indian Passengers’ aiul Ti*affio 


III. 

228 

5710-5722 

IV. 

213 

61 


Relief Association, Bombay. 








LUCKNOW. 









Harvey, F. J. 
Anderson, Lieut.-Col. 
C. F. 

Agent, 0. A R. Ry. - - ] 

Trattic Manager, O. A R. Ry. - j 

16.2.1921 

22.2.1921 

III. 

Ill 

229 

254 

5723-5757 

5929-5948 

IV. 

215 

62 

Khan, K. B Mansur 
Ali. 

Izat, Lieut.-Col. W. 
R. 

Westwood, J. 

District Tratlic Sujieriiitendent } 
(Claims), 0. & R. Ry. - j 

Agent, B. & N.W. Ry. - - ] 

1 








1 

Ti-aftic Manager, B. <fe N.W, Ry. - ^ 

17.2.1921 

HI. 

234 

5758-5782 

IV. 

217 

63 

Slane, K M. 

(’liief Auditor and Accountant, | 









B. & N.W. Ry. - - ) 








Mumme, E. 0. 

Acting Agent and Cliief Engineer,"] 









R. h K. Ry. - - - j 








Laurie, G. 1). 

Auditor and Accountant, R. & ^ 


HI. 

237 

5783-5806 

IV. 

221 

64 


K. Ry.. 








Straclian, H. C. 

Traffic Afaiiage]*, R. & K. Ry. - J 








CAWNPORB. 









Smith, Sir Thomas - 

Presiilent, Upper India Chamber A 








Sliakespear, A. B. - 

of Commerce - - - { 

Member, Upper India Chamber C 

18.2.1921 

III. 

240 

5807-5853 

IV. 

224 

65 


of Commerce - - ~ ) 








Chopra, B. N. 

Assistant Secretary, United ] 









Provinces Chamber of j 

CJommerce - - - 

19.2.1921 

III. 

245 

5854-5899 

IV. 

225 

66 

Varshinie, 1. D. 

Member, Unite<l Provinces j’ 









Chamber of Commerce - j 







LUCKNOW. 









Verriei’es, A. C. 

Joint Secretary to the Govern-"] 









ment of the United Provinces. 
P.W.D. - - - [ 

22.2.1921 

III. 

251 

5900-5928 

JV. 

227 

67 

Billson, H. G. 

Chief Conservator of Forests, j 









United Provinces - - j 




1 



1 



Orally lExAliiNm 


Namo. 



Sautiiern Punjab Railway Co. 

The Government ol Bengal 
„ „ Buniia 

„ . „ Assam 

Th<j Chief Commissioner. North 
West Fi'ontier Pimvince. 

The Dewan of Travaucoi*e - 
The Finance Hfetnber, Msrwa 
Si ate, Jodhpore. 

The Patiala Durbar 
Tlie Political Oepaitraent, H.K.H, 
the Nizam’s (1 o veriiment, Hyder 
abad. 

The Public Works Member, Bikauir 
The Rajah of Parlakiraedi - 
The Resident in Kashmir 
,, ,, Mysore 

The Burma Chamber of Commerce 
The Karachi Chamber of Com 
nierce. 

The Cochin Chamber of Commerce 
The Tuticoriii Chamber of Com 
merce. 

The Hydeiubad (Deccan) Chamlxjr 
of Commeice. 

The .Mysore Chamber of Commerce 

Tlie Native Shaie and Stockbrokers’ 
Association, Bombay 
The Centiul Provinces and Beiur 
Mining Association. 

'The Bombay Native Piece Goods 
3klerchant8’ AsBociMtion. 

The Calcutta Trades Associatiou - 
The Madi*as Tmdes Association 
The Indian Mercliants’ Association, 

, Kamchi. 

The Secundembad Trades Associa- 
tion. 

TliH Delhi Hindustani Mercantile 
Association. 

'Committee representing the com- 
mercial interests of Peshawar. 
The Rangoon Municipal Committee 
Achariyar, Dewan Bahadur V. K. 

Ramanuja. 

Bigg-Wither, F. H. 
iSinha, Lala Sakhbir 

The National Lihoial League, 
Bengal. 

The Indian Association, Calcutta - 
Sarkar, P. C. 

Hoare, Miller & Co., Calcutta 
♦Shaw, Wallace & Co., Madms 
Maynard, Su* John - 

Hardiman, J. P, - 

Keith, W.J. 

Wacha, Sir D. K. - 
Laha, Hrishikesh - « - 

Haricair, K. B. Ahmed Thamby - 
Hirkar, G. A. > • - 

Heam, Liout.«Col. G. R. . 

Udani, HabUal H. * 

Hirjeebhcy 

- 

D. . 


President, District Board, Tanjorc 

Acting Agent, Burma Rys. Co. 
All-India Hindu Sabha, Muzaffai*- 
nagar. 


Seci'etary, Bengal Agriculturists 
Association. 


Finance Member of Council, 
Punjab. 

Commissioner, Tenasserim Divn., 
Burma. 

Commissioner, Magwe Divn., 

Burma. 


Konkau South-West Coast Rail- 
way, Bombay. 

Engineer-in-Chief, Khyber Railway 
Vakil, High Court, Rajkot 
Homiasjea Nowixijee Jk Co., Yeot- 
maL 

Managfep, Empress Mills, Nagpur - 
Of . 


Witnesses were 

KOT 

Writtfn Statkmknts. 

Volume. 

j PaKV. 

Statement 

No. 

IV. 

m 

89 


m 


„ 

^217 

91 


2gi3 

92 


284 

,9.3 


284 

94 


„ 285 

95 


28d 

96 


287 

97 


287 

98 

„ 

288 

99 

,, 

288 

100 

,, 

289 

101 

»♦ 

289 

102 


292 

103 

)* 

293 

104 

» 

294 

105 


294 

106 


294 and 

107 and 


20(i 

107 (a) 


29(i 

108 


297 

109 


297 and 

110 Hiid 


299 

1 10 (a) 


299 

111 

„ 

302 

112 

’• 

303 

113 


304 

114 

O 

304 

115 

V 

30/ 

116 


308 

117 

» 

.308 

118 


309 

119 


309 

120 


30.9 

121 


,310 

122 


312 

123 


313 

124 

J9 

314 

125 

» 

315 

126 


315 

127 

n 

316 

128 


317 

129 

„ 

325 

130 

,, 

326 

131 


328 

132 

99 

329 

133 

99 

330 

134 

o 

332 

135 

)» 

332 

136 


340 

137 



105 


PART 2. —Statements in connection with which Witnesses were not 
Oraixy lilxAKiNeD. 


Name. 

Designation, Ac. 

Writtfn Statkmkxts. 

I 

Volume. 

Page. 

statement 

No. 

Sotttberji Punjab Railway Co. 



IV. 

275 

89 

The (Jovernment ol Bengal 

— 

n 



M n Buima 

— 


2/'/ 

91 

,, ,» Assam 

— 


280 

92 

The Chief Coninnssioner, Noi*th- 

— 


284 

9^ 

West Pi-ontiei- Pfovince. 



284 


The Dewan of Travancore - 

— 

„ 

94 

The Finance Member, Murwar 

— 

„ 

„ 285 

95 

Slate, Jodhpoie. 



28(1 

96 

The Patiala Durbar 

— 

„ 

The Political Depai-tnrent, H.E.H. 
the Nizam’s Government, Hyder- 


” 

287 

97 

« 

The Public Works Member, Bikanir 




287 

1 98 

The Rajah of Parlakimedi - 

— 


288 

99 

The Resident in Kashmir 

— 

,, 

288 

100 

,, Mysore 

— 

„ 

289 

101 

The Burma Chamber of Commerce 

— I 


289 

102 

The Karaclii Chamber of Com* 

— 


292 

103 

meice. 




104 

The Cochin Chamber of Commerce 

— 

)* 

293 

The I’liticorin Chamber of Com- 

— 


294 

^ 105 

merce. 




106 

The Hyderabad (Deccan) Chamber 

— 

„ 

294 

of Commei'ce. 




107 and 
107 (a) 

The Mysore Cliamber of Commerce 

— 


294 and 
298 

The Native Sliai e and Stockbrokers’ 

— 

„ 

29<J 

108 

Ass»)ciabion, Bombay. 



297 

109 

The Centml Pit^vinces and Berar 

— 

„ 

Mining Association. 





The Hombay Native Piece Goods 
Merchants’ Associntion. 

— 


297 and 
299 

llO and 
110 (a) 

The Calcutta Trades Association • 

— 


299 

111 

The Madinas I’mdes Association 


„ 

302 

112 

The Indian Merchants’ Association, 

— 

,, 

303 

113 

Karachi. 





U'he Secunderabad Trades Associa- 

— 

„ 

.304 

114 

tion 





Tile Delhi Hindustani Mercantile 


„ 

.304 

115 

Association. 



30/ 

116 

Committee I’epresenting the com- 

— 

„ 

mercial interests of Peshawar. 





The Rangoon Municipal Committee 

— 

,, 

308 

117 

Achariyar, Dewan Bahadur V. K. 

President, District Board, Tanjore 

„ 

.308 

118 

Ramanuja. 




119 

Bigg-Wither, F. H. 

Acting Agent, Burma Rys. Co. - 

}» 

309 

Sinha, Lala Sukhbir 

All-India Hindu Sabha, Muzaffai’- 

>» 

309 

120 

The National Liberal League, 

nagar. 


309 

121 

Bengal. 



.310 


The Indian Association, Calcutta - 

— 

n 

122 

Sarkar, P. C. 

Secretary, Bengal Agriculturists’ 
Association. 


312 

123 

Hoare, Miller & Co., Calcutta 

— 

« 

.313 

124 

Shaw, Wallace & Co., Aladras 

— 


314 

125 

Maynaj’d, Sir John - 

Finance Member of Council, 


315 

126 

Hardimau, J. P, - 

Punjab. ! 

Commissioner, Tenasserim Divn., 
Burma. j 


315 

127 

Keith, W.J. 

Commissioner, Magwe Divn., 
Burma. j 


.310 

128 

Wacha, Sir D. K. - 

— 

1> 

.317 

129 

Laha, Hrishikesh - 

— 

» 

325 , 

130 

Maricair, K, B. Ahmed Thamby - 

— 


326 ! 

131 

Mirkav, (L A. • - - 

Konkau South-West Coast Rail- 
way, Bombay. 


328 

132 

Hearn, Lieut.-Col. G. R. * 

Engineer-in-Cnief, Khy her Railway 
Vakil, High Court, Rajkot 

n 

329 

133 

Udani, MamT«l H. - 

It 

330 

134 

H<N*masjee, Hii'jeebhoy 

Honuusjee Nowi*ojee i Co., Yeot- 
laal 

Manager, Empress Mills, Nagpur - 

11 

332 

135 

“ • • ' 

11 

332 

136 

Irtwcijitmttiiyak* B; S. P» ^ • i 

01 Bamptee 

>1 

340 

137 



PART 3. — Statements beoabdino Increase of Land Revenue due to the 
Construction of Railways. 


Name. 

1 npnj -nation, Ac. 

Volume. 

Pa(g©. 

GovernmeDt of Madras, Revenu Uept. 


f 

1 

'^5 

Settlement Commissioner and Director of 



345 

Laud Records, Bombay. 

Townsend, 0. A. H. 

Director of Agriculture, Punjab ^ - 

If 

347 

Dalai, K. B. Adarji Mancherji 

President, District Board, Bi-oacli 


347 

Agent, Assam-Bengal Ry. 

— 

f 1 

348 

Government of the Central Provinces, 

— 

f f 

349 

Survey and Settlement Department. 
Stewart, D. M. - 

Deputy Commissionei', Gorakhpur 
District, IJ.P. 

1 

349 







